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KLY DATA

Euro Miltion 2006 2005 y.o.y
Operating revenues 666.5 628.5 6.1%

Pay TV and broadband Internet (stand alone) 5911 553.0 6.9%
Operating costs excluding D&A 455.4 4332 5.1%
EBITDA ™ 2111 195.3 B.1%
income from operations @ 1086 1334 {18.6%)
Net income 711 vy (36.3%)
Capex @ 132.8 185.5 (28.4%)
Capex as % of revenues 19.9% 29.5% (9.6pp)
EBITDA minus capex 783 9.8 n.m.
Net debt 226.8 1706 32.9%
EBITDA margin ® (%) 31.7% 31.9% 0.6pp
Net debt / EBITDA (x} 11 0.9 0.2x
EBITDA /ret interest (x) 25.2 318 (6.5x)

(1Y EBITDA = Income from cperations + Depreciation &nd amortisation

{2} Incoma from operations = Income bafore finantials and incorme texes + Work force reduction costs + Impairment af goodwill  Losses/Gains on disposals of fixed essets = Other casts/income
{3) Capex = Capital expenditure (excluding goodwill)

(4} EBITDA margin = EBITDA / operating revenues.

Operating revenues amounted to Euro 666 million in 2008, an increase of 6.1% y.o.y, mainly as a result of the growth
in Pay-TV and Broadband Internet revenues. In 4Q06, operating revenues rose by 12.4% to Euro 177 million,
underpinned by the growth in Pay-TV (29 thousand net additions vs. minus 6 thousand in 4Q05) and Broadband Internet
(13 thousand net additions vs 7 thousand in 4Q05) subscriber base and ARPU {(+7.4%).

EBITDA amounted to Euro 211 million in 2006, an increase of 8.1% y.0.y and equivalent to an EBITDA margin of 31,7%.

Net income in 2006 totalled Euro 71 million, which compares to Euro 112 million in 2005. In 2005, the net income
included a gain net of taxes of Euro 18 million related to the disposal of Lusomundo Media. In 2006, the net income was
negatively impacted by an adjustment of Euro 8 million to deferred tax assets in connection with a reduction in the
nominal tax rate from 27.5% to 26.5% beginning in January 2007, and also by a one-off charge, net of taxes, of Euro 4
million to adjust the book value of certain fixed assets.

Capex amounted to Euro 133 million in 2006, a decrease of 28.4% y.oy over the previous year. Capex primarily
included investments in connection with the launch of voice services, additional homes passed, restructuring of the
architecture of the access network to provide fibre to the hub in order to allow for greater bandwidth, the purchase of
usage rights for an additional satellite transponder, acquisition of terminal equipment as part of the digitalisation
programme and the acquisition of a Portuguese movie catalogue.

EBITDA minus Capex in 2006 amounted to Euro 78 million, equivalent to 11.7% of operating revenues, an increase of
Eurg 68 million over the Euro 10 million generated in 2005, reflecting the positive impact of EBITDA growth of Euro 16
million and the decrease in capex of Euro 53 million.

Net debt amounted to Euro 227 million at the end of December 2008, an increase of Euro 56 million as from the end of
2005, mainly as a result of the dividends paid by PT Multimedia in the first half of 2006 amounting to Euro 85 million,
which were offset by free cash flow of Euro 31 million generated in 2006.

Consolidated Report - 2006 3
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CORPORATE BODIES

Officials of the General Meeting of Shareholders’

Chairman Jorge Lufs Seromenho Gomes de Abreu
Secretary Nuno Maria Macedo Alves Mimoso

Members of the Board of Directors?

Chairman Henrique Manue! Fusco Granadeiro®

Executive Commitee

Chairman Zeinal Bava

Members Manuel Francisco Rosa da Silva*
Francisco Jose Meira da Silva Nunes®
Duarte Maria de Aimeida e Vasconcelos Calhgiros
Pedro Humberto Monteiro Durao Leitao

Non-executive Members

Manuel Fernando Meniz Galvao Espirito Santo Silva
Anténio Domingues

José Pedro Sousa de Alenquer

Joaquim Anfbal Brito Freixial de Goes

Lufs Jodo Bordalo da Silva

Statutory Sole Supervisor
In Office Ascencao, Gomes, Cruz & Associado - SROC,
Represented by Marioc Jodo de Matos Gomes

Alternate Pedro Matos Silva, Garcia luinior, P. Caiado & Associados - SROC,
Represented by Pedro Jodo Reis de Matos Silva

! The Chairman of the General Meeting of the Shareholders, Jorge Luls Seromenho Gomes Abreu, was appointed at the Annual General Assembly of
2006, which took piace on 19 April 2006, following the resignation of former Chairman of the General Meeting of Shareholders Dr. Migue! Galvao
Teles. However, due to incompatibilities in accordance with Article 414-A of the Commercial Organizations Code, which prechude Chairman of the
General Meeting Dr. Jorge Luis Seromenho Gomes Abreu and Secretary of the General Meeting of Shareholders Dr. Nuno Maria Macedo Alves
Mimoso from holding those positions, substitutes for these officials will be proposed at the Annual General Mesting to be held in 2007,

In 2006, the following directors ended their service to the Company. Miguel Anténio Igrejas Horta e Costa, Luls Miguel da fonseca Pacheco de Melo,

3 José Manuel de Morais Briosa e Gala, Jose Augusto Castelhano Nunes Egrefa and Carlos Alpoim Vieira Barbosa.

In light of the resignation of Chairman of the Board of Directors Miguel Antdnio Igrejas Horta e Costa, the Board of Directors resalved that the
functions of the Chairman of the Board of Directors would be exercised on an interim basis by Director Henrique Manuel Fusco Granadeiro until the

o election of the new Chairman, which should occur at the next General Meeting of Shareholders.

This director replaced former director Luls Miguel da Fonseca Pacheco de Melo.

This director replaced former director José Manue! de Morais Briosa de Gala.

L] PT-Multimédia
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PT Multimedia

Pay-TV A Cinema Exhibition
and Audiovisuals
Broadbhand Internet
TV Cabo Lusomundo Lusomundo
Portugal 100% Audiovisuais 100% Cinemas 100%
Cabo TV
Madelrense L%
Cabo TV
Acoreana 83.82%
PT-Contetidos 100%
Sport TV
Portugal 50.00%
Lisboa TV
40.00%
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MANAGEMENT REPORT

2006 Events and Recent Developments
Shareholder remuneration

= On 19 April 2006, PT Multimedia’s Shareholders approved at the AGM the payment of a cash dividend of Euro 0.275
per share for the year ending 31 December 2005, representing an increase of 10% over the previous year. The
dividend was paid on 17 May 2006, totalling Euro 85 million.

Corporate Developments

*  On7 February 2006, Sonaecom, SGPS, S.A. and Sonaecom-B.V. (referred to collectively herein as "Sonaecom”) made
a preliminary announcement of an unsolicited public tender offer for the share capital of PT Multimédia, The offer
price was Euro 9.03 per share, and the tender offer was subject to (i) registration of the tender offer with the
Portuguese Securities Commission (Comissdo do Mercado de Valores Mobilidrios), (i) receipt of the approvals and
authorizations required under applicable Portuguese or foreign law, (iii) upon the launch of the public tender offer
for the share capital of Portugal Telecom, SGPS, S.A., following the preliminary announcement of such tender offer
published by Sonaecom on 6 February 2006, that ail conditions to that offer be met and, therefore, that Sonae SGP3
and/or Sonaecom become the holders of more than 50% of the votes attributable to the share capital of PT
Multimédia, '

= On 6 March 2008, PT Multimedia released a report of the Board of Directors regarding the tender offer preliminarily |
announced by Sonaecom. in this report, the Board of Directors of PT Multimedia, having carefully reviewed the |
draft tender offer announcement and the draft prospectus of Sonaecom (referred to herein as the "Offer
Documents”), expressed its belief that the tender offer undervalued the Company, did not reflect the strong ‘
strategic position and attractive future prospects of PT Multimedia and, therefore, was not in the best interest of |
shareholders. The Board of Directors of PT Multimedia recommended that shareholders not accept the tender offer
based on the following arguments: (i) the tender offer of Sonaecom undervalued PT Multimédia and did not ‘
attempt to offer shareholders a fair price for their shares, (ii) Sonaecom characterised the tender offer as mandatory |
but was avoiding the minimum offer price required under the Portuguese Securities Code (Cddigo dos Valores
Mobilidrios), which is expected to be higher than the offer price, and {iii) Sonaecom presented neither a strategy nor
objectives or goals for PT Multimedia in the Offer Documents.

= On 3 August 2006, PT's Board of Directors announced its intention to spin off its 58.43% interest in PT Multimedia.
The implementation of this proposal is subject to PT's Shareholders approval at a General Meeting to be called for
that purpose.

New Services

» On 15 March 2006, PT Multimedia further enhanced its Funtastic Life digital offer by launching radio service,
providing its digital customers access to 13 radio stations. This new service broadens TV Cabo’s digital offer
functionalities, which already include pay-per-view, multi-camera, multiplexed games, electronic TV guide,
programming and replay services,

1) PT-Multimédia
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«  On 10 April 2006, PT Multimedia and TMN faunched a mobile TV service - Mabile TV by TV Cabo - allowing TMN
customers access to 21 channels provided by PT Multimedia, including news, music and sports.

=  On 25 May 2008, PT Multimedia, in partnership with TMN, launched a push mail feature, allowing its broadband
customers te access their e-mail in real time on their Smartphone or Pocket PC. PT Multimedia was the first ISP to
provide this functionality in Portugal.

= (On 30 June 2008, PT Multimedia's Cinema Exhibition division introduced in partnership with TMN, the first mobile
ticketing service in Portugal, allowing customers to receive their movie tickets by SMS on their mobile phones.

*  On 20 September 2006, PT Multimedia enhanced its position as the most innovative ISP in Portuga! by being the
first ISP to lift the traffic limits on its 4Mbps and 8Mbps products.

=  On 10 November 2006, PT Multimedia's launched a 24Mbps Internet access product, positioning Netcabo as the
fastest broadband service in the Portuguese market. Simultaneously, the broadband portfolio was updated with the
launch of a8 1Mbps product and the doubling to BMbps of the download speed of the Netcabo standard broadband
preduct ("Netcabo Mega Pius”).

= On 23 lanuary 2007, TV Cabo launched telephony services, establishing itself as an integrated triple-play operator -
“3 Play”, The bundled triple play offer comprises Pay-TV, broadband Internet and telephony. The up-selling of voice
services to existing broadband customers is expected to allow TV Cabo to further grow ARPU, increase broadband
penetration, reduce churn and better segment its offers to meet customer demands.

Share Capital

= On 11 May 2008, following the decision taken at the Annual General Meeting of Shareholders on 19 April, PT
Multimedia announced the execution of a public deed for a share capital increase in the amount of Euro
173,094,223.68 through the incorporation’ of share issuance premiums, legal reserves and share cancellation special
reserve. As a result, its share capital was increased to Euro 250,368,430.68. The share capital was carried out through
an increase in the par value of all shares representing the share capital of PT Multimedia by Euro 0.56, the par vafue
of each share becomiing Euro 0.81.

= On 11 September 2006, following the decision taken at the Annual General Meeting of Shareholders on 19 April and
after receivingjudicial approval, PT Multimedia executed the public deed for the approved share capital reduction of
Euro 219,458,747.88 to Euro 30,909,682.80, through the release of excess capital by the creation of free reserves in
the amount of the reduction. The reduction was carried out through a reduction in the par vatue of all shares
representing the share capital of PT Multimedia shares, the par value of each share becoming Euro 0.10.

Corporate Bodies

= On 19 April 2006, PT Multimedia's Shareholders ellected Jorge Lufs Seromenho Gomes de Abreu as Chairman of the
General Meeting of Shareholders to complete the current term for three-year period from 2004 to 2006.

»  On 19 April 2006, PT Multimedia’s Shareholders approved the reduction of the size of the Board of Directors to 13
members,

Consolidated Report - 2006 7
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On 17 May 2006, PT Multimedia announced the new composition of its Board of Directors and Executive

Committee:

Board of Directors

Chairman:
Members:

Henrique Manuel Fusco Granadeiro
Zeinal Bava

Manuel Rosa da Sitva

Francisco Nunes

Duarte Calheiros

Pedro Leitdo

Manuel Fernando Esplrito Santo Silva
Antoénio Domingues

José Pedro Sousa de Alenquer
Joaquim Freixial de Goes

Lufs Bordalo da Silva

Executive Committee

Chairman
Members

Zeinal Bava

Manuel Rosa da Silva
Francisco Nunes
Ouarte Catheiros
Pedro Leitdo
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Business Performance

Shareholder remuneration
Since 2003, PT Multimedia has made shareholder remuneration a priority by means of dividends and its share buyback
program, in order to provide shareholders returns that are amang the highest in the Portuguese market.

PT Multimedia remunerated its shareholders with dividends for the first time in 2004. In 2005, it distributed Euro 77.3
million in dividends, bolstering its shareholder remuneration by implementing a share buyback program totalling Euro
91.5 million, evidence of its commitment to maintain shareholder remuneration at attractive levels.

In 2006 a per share dividend of Eurc 0.275 was distributed, representing a 10% increase over the previous year.

Owing to favourable financial and operating performance, as well as an encouraging outiook for the future, PT-
Multimedia has been able to reinforce its commitment to a progressive dividend policy. Accordingly, the Board of
Directors voted to propose to the 2006 General meeting that a per-share dividend of Eure 0.30 be distributed,
representing a 9% increase over the previous year.

PT Multimedia Share Performance

PT Multimedia shares were quoted at Euro 9.76 on December 31, 2006, representing a 1.14% increase for the year. In
the beginning of 2007, PT Multimedia‘s share price increased significantly. On 16 March 2007, PT Multimedia shares
were listed at Euro 10.92, a 11.9% increase from the end of 2006,

In 2008, a total of 46 miltion shares of PT Multimedia were traded, for an average of some 177 thousand shares per
trading session.

Change in Share Price of PT Multimedia
{ 2006)
Clasing Volume
Price
13.00 7 T 2,800,000
12.00 1 T 2,400,000
11.00 1 T 2000000
10.00 *VM T 1.600,000
.00 1 T 1,200,000
8.00 1 7 800,000
7.00 1 1 ’ [ 400,000
w \
500 10 il . 1l J\ iy 0L LA A [y ul AP K] 10 8 bl dh o B -
30-Dec 28-Feb 29-Apr 28-Jun 27-Aug 265-Oct 25-Dec
= Closing Price  —— Volume

At the end of 2006, PT Multimedia was the ninth-ranked company in the PSI-20 Index, with a capitalization of Euro 3
billion.

Consolidated Report - 2006 : 8
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Business Performance
Pay TV and Broadband Internet
Operating Highlights 2006 2005 y.o.y
Homes passed ('000) 2,852 2,666 7.0%
Bi-directional (broadband enabled) 2.770 2.547 8.7%
Pay-TV customers "2 (000} 1,480 1,479 D.1%
Pay-TV net additions {'000) 1 30 n.m.
Premium subscriptions @ ('000) 780 714 0.7%
Pay to basic ratio (%) 52.7% 52.4% 0.4pp
Cable broadband accesses ('000) 362 348 39%
Cable broadband net additions {'000) 14 43 nm,
Blended ARPU (Euro) 291 216 57%

(1) These figures ars related ta the total number of Pay-TV basic customers, inchuding the cable and tatelite platforms. PT Multimedia offers several basic services, based on different technologies,
directed to different market segments (residential, real astate and hotsls), with a distinct geographical scope (mainland Portugal and the Afores and Madaira [slands) and with & variable number of
channels. (2} Thess figures include products in temporary promotions, such es "ry and Buy” promaotians.

In 2006, the positioning and brand awareness associated with of PT Multimedia’s Pay-TV and Broadband Internet brands
"TV Cabo” and "Netcabo”, respectively, were enhanced further with the success of the advertising campaigns launched
throughout the year, but especially in the third and fourth quarters of 2006. PT Multimedia's cable subsidiary, TV Cabo,
posted strong growth in the fourth quarter of 2006, reinforcing its competitive position in the Portuguese Pay-TV and
Broadband Internet markets.

TV Cabo continued to invest in the expansion and upgrade of its network during 2006. The implementation of the “fibre
to the hub” access network architecture in the greater Lisbon area was concluded, and five high-capacity optical fibre
rings are now fully functicnal. The number of hermes passed at the end of the year increased by 7.0% y.o.y. to 2,852
thousand. At present, 97.1% of homes passed are bi-directional and therefore broadband enabled, over 90% are digital
TV-enabled and 80% are VolP-compliant. TV Cabo completed the digitalisation programme of its set top boxes during
the first half of 2006, with the total number of digital set top boxes reaching 682 thousand at the end of December
2006.

Pay-TV customers reached 1,480 thousand at the end of December 2006, with 1thousand net additions in 2006. In
2008, Pay-TV customer’s growth was negatively impacted by the challenging economic conditions and outlook of the
ecenomy, which reduced demand for pay-TV services. As from 3Q06 there was a recovery in subscribers, reflecting a
significant decrease in churn, essentially related to anti-piracy measures implemented during 2006 and significant
improvermnents in the quality of service provided by TV Cabo. In 4Q06, Pay-TV net additions reached 29 thousand, as
compared to negative net additions of 6 thousand in the same period last year.

Pay-TV Net Additions [Thousand}

2 [

ER

-28

4Q05 1Q06 2Q06 3Q06 4Q06
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In 2006, "TV Cabo Funtastic Life", TV Cabo's 65 channe! digital package, performed strongly and continued to drive new
customer additions as well as ARPU expansion through the upgrade of the existing customer base. The digital package
reached 270 thousand subscribers by the end of December 2008, with 160 thousand net additicns in 2006 (48 thousand
net additions in 4Q06).

Digital Package Subscribers [Thousands]
Digital Package Penetration [% of Pay TV Subscribers)

18.3%
15.4%

13.6%

11.1% 270
7.5% 222
197
164

4Q05 1Q06 2006 3Q06 4Q06

Premium subscriptions reached 780 thousand at the end of December 2006, equivalent to a pay-to-basic ratio of 52.7%.
The take-up of movie and children premium content continues 1o be impacted by weaker macroeconomic conditions,
but Sport TV (premium sports content) posted a strong performance in 2006. Sport TV reached 474 thousand
subscriptions at year end, with 64 thousand net additions in 2006 (38 thousand net additions in 4Q06). This
performance reflects the quality and variety of the Sport TV offer and also the anti-piracy measures that have been
implemented, Currently, "Sport TV 17 and "Sport TV 2" -broadcast all major European football premier leagues:
Portuguese, English, Spanish, Italian and French. Additionally, these channels cover the UEFA Champions League and a
comprehensive offer of other sports, including: basketball (NBA), handball, volleyball, tennis, rugby, and motor sports.
During 2007, Sport TV will further improve its content offer with the exclusive rights to broadcast the Formula One
Championship in Portuga.

Sport TV Subscribers [Thousands]
Sport TV Penetration 1% of Pay TV Subscribers)

2,
474

436
410 429

4Q05 Q06 2Q06 3Q06 4Q06

In 2006, broadband Internet customers increased by 3.9% yo.y to 362 thousand, with net additions improving
sequentially to 13 thousand subscribers in 4Q06. TV Cabo launched a 24Mbps product, positioning Netcabo as the
fastest broadband service in the Portuguese market. Simuitanecusly, the broadband portfolio was updated with the
launch of a TMbps product and the doubling to 8Mbps of the download speed of the Netcabo standard broadband
product ("Netcabo Mega Plus”}.

Consolidated Report - 2006 11
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Broadband Internet Net Additions [Thousands)
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Overall, Pay TV and broadband Internet services generated ARPU of Euro 29.1 in 2006, a 5.7% y.o.y increase. On a
quarterly basis, blended ARPU reached Eurc 29.5 in 4Q06, an increase of 7.4% y.0.y, reflecting mainly the strong take-up
of the digital package and the increase in Sport TV premium subscriptions.

ARPU Breakdown [€/manth)

0.0
& lEw ] 01 29.5
40305 Basic Premium Broadband  Terminal  4Q06
Equipment

On 23 January 2007, TV Cabo launched telephony services, establishing itself as an integrated triple-play operator - "3
Play”. The bundled triple play offer comprises Pay-TV, broadband Internet and telephony. The up-selling of voice serviges
to existing broadband customers is expected to allow TV Cabo to further grow ARPU, increase broadband penetration,
reduce churn and better segment its offers to meet customer demands.

The service will be available to customers that, in addition to Pay TV services, also have a flat fee cable broadband
subscription. The service will be initially marketed to customers of the BMbps cable broadband subscription. The price of
the telephony service for these customers will be Euro 999 (including VAT) per month and will include unlimited
nationat fixed tine calling.

TV Cabo has made significant investments in the improvement of its network, both in terms of its architecture and
infrastructure. These investments have allowed the improvement in customer care service, introduction of additional
content and new functionalities in Pay-TV, and more recently the launch of telephony services. As previously indicated,
currently 80% of the TV Cabo network is enabled to provide telephony service and, by the end of 2007, network
coverage for this service should increase to approximately 90%.

e ————— g A A = d—— ~ o = "
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Audiovisuals and Cinema Exhibition

After the 6.1% decrease in 2005, U.S, box office receipts increased 4.2% in 2006 due, on the one hand, to the release of
blockbusters like "The Da Vinci Code” and "Pirates of the Caribbean 2" and, on the other hand, by the release of a more
consistent mix of secondary films: the 50th-ranked film in the box office in 2006 brought in U.5.$59.9 million, compared
to 1.5.$53.4 million generated by the film in this position in 2005.

In Portugal, according to ICAM data, box offiées receipts, which had decreased by 6.3% in 2005, increased 3% in 2006,
reflecting a 4% increase In tickets sold. This 3% increase corresponds to an increase in box office receipts of Euro 2
million, of which approximately Euro 0.8 million were due to the three most seen films (“The Da Vinci Code,” "Pirates of
the Caribbean 2" and "lce Age 2"). The increase in the number of films released by distributors (284 in 2006, compared
to 267 in 2005), aimed at broadening the offer and capturing a wider audience, also contributed to the growth.

This positive evotution in 2006 could have been even higher if certain films had been released in 2006 that under normal
circumstances would have been released in that period ("Apocalypto” and "Babel”), which generated significant revenues
and caused box office receipts in January 2007 to be abnormally high, i.e, 18.3% higher than in 2006.

In the area of distribution, PT Multimedia reinforced its position in the market, increasing its share from 46.3% in 2005
to 50% in 2008, primarily due to the launch of a significant number of films with high potential (in 2006, PT Multimedia
had 13 of the top 20 most seen films, compared to 10 fitlms in 2005) and the increase in the number of films released
(122 films in 2006 compared to 95 in 2005).

In the area of film exhibition, PT Multimedia continued its policy of rigorous analysis of the market, seeking opportunities
for expansion and increased profitability of its business. As a result, PT Multimedia closed 4 unprofitable cinemas and
opened 23 new cinemas in high poputation density areas. At the end of 2006, PT Multimedia had 86 film complexes,
with a total of 195 screens.

PT Multimedia’s actions in the area of film exhibition were characterized by the steady improvement in the quality of its
services: three complexes were renovated, improvements in ticket purchasing systems were introduced (with the
innovation of the launch of the M-Ticket in collaboration with TMN), and the first cinema in Portuga! equipped for 30
digital exhibition was opened, using the mast up-to-date digital exhibition standards.

In 2006, the number of tickets sold in Portugal increased 10.7%, reaching 8,026 thousand tickets. In terms of exhibition
receipts, PT Multimedia reinforced its leadership position, increasing its share of the market by 1.8 percentage points
from 2005 to 48.6% in 2006.

The performance of the home video market in Portugal is similar to that seen in other countries. For the market as a
whole, 2006 continued to be affected by the changes in the marketing of material from the Dreamworks catalogue
following the acquisition of its live action film production division by Paramount. In 2007, films from the Dreamworks
catalogue now incorporated in the Paramount catalogue will be marketed in Portugal by PT Multimedia.

Consolidated Report - 2006 13
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Analysis of Consolidated Results

The following analysis should be read together with the consolidated financial staterments and accompanying notes
thereto. '

Since lanuary 1, 2005, PT-Multimédia’s conselidated financial statements have been prepared in accordance with the
International Financial Reporting Standards (IFRS) as adopted by the European Union and applicable to companies listed
on European Union stock exchanges. Accordingly to “IFRS 1 - First-Time Adoption of International Financial Reporting
Standards” was applied, with January 1, 2004 being the transition date for presenting these financial statements.

As a result of the decision to sell Lusomundo Servigos (PT Multimedia's print media and radio programming business),
this segment is presented in the consolidated financial statements as discontinued operations until the effective date of
the sale {25 August 2005), in accordance with IFRS.

In 2005, PT Multimedia changed the method for consclidating Sport TV, a 50%-owned company of PT Conteddos, from
the equity method to the proportional method. This was a result of the increase in PT Multimedia's participation in the
company from 33.3% to 50%, as well as the fact that it is fointly managed with the other shareholder,

14 PT-Multimédia
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Consolidated Income Statement

Euro Million ’ 2006 2005 y-o.y
Operating revenues : 666.5 628.5 6.1%
Pay-TV and Broadband internet 590.9 5517 1%
Audiovisuals 318 350 (9.1%)
Cinema Exhibition 434 401 B.2%
Other 0.4 1.7 (77.8%)
Consolidated operating costs, excluding D&A 454.0 432.4 5.1%
Wages and salaries 40.0 439 (9.0%)
Direct costs 2030 201.3 0.8%
Programming costs ' 149.0 1383 1.7%
Other direct costs 540 63.0 (14.2%)
Costs of products sold 16.8 « 13.2 27.3%
Marketing and publicity 18.3 20.3 (9.8%)
Support services 54.2 40.3 34.5%
Supplies and external expenses 1056 102.2 3.3%
Provisicns 136 9.9 36.9%
Taxes other than income taxes 1.3 08 62.5%
Other operating costs 2.5 1.2 n.m., .
EBITDA ™ 2111 195.3 8.1%
Depreciation and amortisation 102.5 619 65.5%
Income from operations ? 108.6 133.4 (18.6%)
Other expenses (income) (2.9) (1.6) 46.8%
Work force reduction programme costs 13 0.0 n.m.
Net losses/(gains) on disp. of fixed assets 0.4 0.1 n.m.
Net other income (4.1} 1.7 n.m,
Income before financ. & inc. taxes 110.9 135.0 (17.8%)
Financial expenses (income} 1.8 0.8 n.m.
Net interest expenses B.4 6.1 36.1%
Net forgign currency exchange losses (gains) (0.4) 0.7 n.m,
Equity in losses (earnings) of affiliates (0.4) (3.9) n.m.
Net other financial expenses/(income) 0.2 {2.5) n.m.
Income before income taxes 103.2 134.2 {23.1%)
Income taxes (29.1) (35.2) {17.4%)
Income fram continued operations 74.1 99.0 {25.1%)
Income from discontinued operations 0.0 141 nm.
Income applicable to minarity interests (3.0) {1.4) n.m.
Consolidated net income 71.1 1M11.7 (36.3%)

{1) EBITDA = ircome from operations + Depreciation and amorusation
(2) Income from operations « Incirme before financials and Income Taxes + Work force reduction costs + Impainment of goodwill x Losses/Gains on disposals of fixed assets + Other casts/income

Operating Revenues

Operating revenues increased by 6.1% y.0.y to Euro 666 mitlion in 2006, primarily reflecting the increase in Pay-TV and
broadband Internet revenues.
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Euro Millicn 2006 2005 y.o.¥
Pay-TV and Broadband Internet 591.1 553.0 6.9%
Audiovisuals 526 53.4 (1.5%)
Cinerna Exhibition 437 40.1 89%
QOther and Eliminations (20.9) (18.1) 15.4%
Consolidated operating revenues 666.5 628.5 6.1%

In 2006, Pay-TV and broadband internet accounted for 88.7% of PT Mulftimedia's consolidated operating revenues.
Operating revenues in the Pay-TV and broadband Internet business increased by 6.9% y.o.y to Euro 591 million in 20086,
with service revenues increasing 6.4% y.0.y to Euro 571 million and equipment sales and other operating revenues
increasing by 23% y.c.y to Euro 19 million. The increase in equipment sales in 4Q06 is related to the centralisation of
the purchasing of satellite set top boxes to allow for better control of the logistics process.

In 2006, operating revenues in the Audiovisuals business remained broadly flat y.o.y at Euro 53 million, with the increase
in revenues from exhibition and broadcasting rights partially offsetting the decrease in revenues from Video/DVD sales.

Operating revenues in the Cinema Exhibition business increased by 8.9% in 2006 to Euro 44 million due to the increase
of 10.7% in cinema tickets sold during the year, which resulted in part from the opening of new cinemas and also from a
larger number of movie releases, improved marketing and broadening of the range of services provided to customers.

The difference in the growth rates of stand-alone revenues and the contribution to consolidated revenues of the
audiovisuals business is related to the lower sales of video/DVDs which in the standalone revenues are offset by higher
intra-group revenues, namely cinema exhibition and broadcasting rights.

EBITDA

EBITDA increased by 8.1% y.0.y in 2006 to Euro 211 million, primarily due to the increase in ARPU (+5.7%) of the Pay
TV and Broadband Internet business. In 2006, EBITDA growth was still affected by higher operating costs in the Pay TV
and Broadband Internet business, primarily as result of the launching of the new digital service, “TV Cabo Funtastic Life”,
and the investments made to improve the overall quality of service: (1) call centres and back office capacity increases;
(2) higher outsourcing costs related to the roll out of the new information systems; and (3} higher servicing costs relative
to the take-up of broadband and digital Pay-TV services. '
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Consolidated Operating Costs

Consolidated operating costs, excluding depreciation and amortisation, amounted to Euro 455 miltion in 2006, an
increase of 5.1% y.0.y over the previous year, primarily as a result of the increase in programming costs and support
services expenses.

Wages and salaries decreased by 9.0% y.o.y to Euro 40 million in 2008, primarily due to the work force reductions that
have already been made at PT Multimedia and the transfer of certain employees to PT PRO (Portuga! Telecom's shared
services unit responsible for all back office functions for the PT Group in Portugal}. Wages and salaries represent 6.0% of
consolidated operating revenues,

Direct costs, which include programming and other direct costs, remained broadly stable in 2006, amounting to Euro
203 million. This cost item represented 30.5% of consolidated operating revenues. Programming costs, which are the
main component of direct costs, increased by 7.7% y.0.y. to Eure 149 million in 2006, mainly as a result of: (1) the
growth in Sport TV costs due to the price increases and the rise in Sport TV subscribers during the year, and (2) the
launch of new channels in the second and third quarters of 2005, namely the additional channels included in the digital
package and the "Lusomundo Happy” premium movie channel. The decrease in other direct costs is mainly due to the
reduction in telecommunications costs.

Cost of products sold increased by 27.3% y.o.y to Euro 17 million in 2006, mainly due to the Euro 5 million increase in
the fourth quarter of 2006 resulting from the increase in sales of terminal equipment in connection with the changes in
the logistics process of terminal equipment described in the "Operating Revenues” section,

Marketing and publicity expenses decreased by 9.8% y.o.y to Euro 18 million in 20086, due to a rigorous contro! of
marketing expenditures over the year, although the positioning of the "TV Cabo" and "Netcabo” brands were
significantly enhanced with the advertising campaigns undertaken in the third and fourth quarter of 2006, which
contributed to increased brand awareness,

Support services costs (including outsourcing services related to information systems, call centres and logistics) rose by
34.5% y.0.y in 2006 to Euro 54 million. This increase reflects: {1) the investment made in call centres aimed at improving
the quality of service; (2) higher servicing costs relative to the take-up of broadband and digital Pay-TV services; (3}
higher outsourcing costs related to information systems and back-office services, and {4) higher outsourcing costs related
to accounting and administrative services in connection with the transfer of certain employees to PT PRO, offset by a
corresponding reduction in wages and salaries. Support services expenses accounted for 8.1% of consolidated operating
revenues.

Supplies and external expenses increased by 3.3% y.o.y. to Euro 106 million in 2006 and primarily includes
commissions, rentals, maintenance and repairs, installation and disconnection costs, specialized works and
communication expenses. The increase in this item is primarily related to the increase in commissions as a consequence
of the rincrease in commercial activity in the third and fourth quarters. The remaining components of this cost item
generaily decreased, reflecting the continuous effort to control structural costs. This caption represented 15.8% of
consolidated operating revenues in 2006.

Provisions in the full year 2006 increased by Euro 4 million to Euro 14 million. The increase in this caption, which
represented 2.0% of consolidated operating revenues, is primarily related to the increase in provisions for doubtful
receivables,

Depreciation and amortization costs rose by 65.5% y.c.y to Euro 103 million in 2006. This item, which accounted for
15.4% of consolidated operating revenues, increased primarily due to a higher level of capex in 2005 and in the first half
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of 20086, including: (1) the leasing of three additiona! transponders; (2) the long-term telecommunications contract
signed in the fourth quarter of 2005, which incorporates the new network architecture; (3) the roll-out of new homes
passed; (4) the roll out of set-top-boxes related to the digitalization programme; and (5) the investment in new
information systems.

Net Income

Work force reduction costs totalled Euro 1.3 million in 2006, in connection with the reduction of 20 employees during
the year.

Net other income totalled Euro 4 million in 20086, as compared to Eure 2 million in previous year. In 20086, this caption
includes: (a) a gain of Euro 8 million related with the partial reversal of a provision for contingencies on the disposal of
Lusomundo Media (Euro 18 million) in connection with the settlement with the acquirer of the indemnities considered in
the sale and purchase agreement; and {b) a one-off charge of Eurc 6 million to adjust the book value of certain assets.

Net interest expenses increased by Euro 2 million to Eura 8 million in 2008, and include interest related with the
financial commitments regarding long-term telecommunications contracts (Eure 2 million in 2006} and transponders
(Euro 5 million in 2006 versus Euro 4 million in the previous year).

Equity in earnings of affiliated companies reached Euro 0.4 million in 2006 as compared to Euro 3.5 million in 2005.
In 2006, this item primarily included PT Multimedia’s share in the results of Octal TV (loss of Euro 7 million} and Lisboa
TV (gain of Euro 1.3 millien}.

Income taxes amounted to Eurc 29 million in 2006, as compared to Euro 35 million in 2005. In 2008, this caption
includes an additional cost of Euro 8 million related to the impact of an adjustment to the value of deferred tax assets in
connection with a reduction in the nominal tax rate from 27.5% to 26.5% beginning in January 2007, and also by the
initial recognition of deferred tax assets at Sport TV amounting to Euro 3 million. Excluding these impacts, the effective
tax rate in 2006 would have been 23.3%, primarily due to (1} the reduction in the provision for indemnities refating to
the disposal of Lusomundo Media that is taxable at a 50% reduction in accordance with Portuguese law, and also from
the (2) use by PT Multimedia in 2006 of tax credits originated in the previous years that had not been previously
recorded as deferred tax assets.

Income from discontinued operations includes the results of companies that have been disposed during the
reportable periods. Having announced the disposal of Lusomundo Media in February 2005, this business was reported as
a discontinued operaticn in the consolidated income statement for the year 2005 in accordance with IFRS rules. As a
result, the earnings of this company were included in this caption until the effective date of the disposal occurred on 25
August 2005.

Income attributable to minority interests increased from Eurg 1.4 million in 2005 to Euro 3.0 million in 2008,
including mainly the income applicable to the minority interests in Cabo TV Madeirense and Cabo TV Agoreana, the
operating subsidiaries of PT Multimedia in the Madeira and Azores islands, respectively.

Net income in 2006 totalled Euro 71 million, which compares to Euro 112 million in 2005. In 2005, net income included
a gain net of taxes of Euro 18 million related to the disposal of Lusomundo Media. In 2006, net income was negatively
impacted by: (1) a one-off charge net of taxes of Euro 4 million to adjust to the book value of certain fixed assets, and
(2) a reduction in deferred tax assets of Euro 8 million as further described above.
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CAPEX
Eura Million . 2006 2005 y.0.y
Pay-TV and Broadband Internet infrastructure 46.0 31.2 47.5%
Terminal equipment 225 188 201%
Transponders 18.0 334 (43.2%)
Other M 452 1022 (55.7%)
Total capex 132.8 185.5 {28.4%)

(1) In 2006, this caption Includes investments in the audiovisuals and clnema exhibitlon businesses, including the acquisition of a new movie catalogue, as well as
investments in connection with administrative equipment and software licenses acquired during the period and the refurbishment of certain buildings. In 2005, this caption

alse included a long-term telecommunications contract with PT Comunicacoes totalling Euro 66 million.

Capex decreased by 28.4% y.o.y in 2006 to Euro 133 million, equivalent to 19.9% of operating revenues {29.5% in the
previous year). [n 2006, capex was mainly related to: (1) investments made in the and cable infrastructure related with
the launch of voice services, the roll-out of new homes passed and the restructuring of the architecture of the access
network to provide fibre to the hub, in order to allow for greater bandwidth to customers; (2} the increase in the
acquisition of terminal equipment as part of the digitalisation programme; (3) the purchase of usage rights for an

additional satellite transponder; and {4) the acquisition of a Portuguese movie catalogue.
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Free Cash Flow

Euro Million 2006 2005 y.o.y
EBITDA minus capex 78.3 9.8 n.m.
Non-cash items included in EBITDA ™ (1.2} 1.5 nm.
Change in working capital (24.6) {1.5) n.m.
Operating cash flow 525 9.7 n.m,
Disposals . 0.0 163.7 n.m.
Interest paid @ {6.5) {1.7) n.m.
Income taxes paid by certain subsidiaries © (3N (4.0} (23.2%)
Other cash movements (1.7 (11.3) 4.4%
Free cash flow 31.2 196.3 (80.7%)

(1) This captien inctudes mainly non-cash provislons included in EBITDA,

(2)This caption includes interest paid related to the financiat commitments regarding long-term telecommunications contracts {Euro 2 milllon) and transponders {Euro 5
million in 2006 vs Euro 4 million in the previous year).

(3) This capticn retates to income taxes pald by Cabo TV Madeirense and Cabg TV Agoreana

{4) Other cash movements in 2006 include the payment of Eura 10 million in September 2006 1o the acquiror of Lusomundo Media in connection with an agreement
relative to indemnities incfuded in the sale and purchase agreement. As a result of this agreement, the provision of Euro 1B million recorded by PT Muitimedia at the end of
last year was reversed, and a eawresponding gain of Euro 8 million was recorded in the income statement,

In 2006, operating cash flow reached Euro 53 million, as compared to Euro 10 million in the previous year. This increase
of Euro 43 million was mainly due to the growth of Euro 68 million in EBITDA minus Capex partially offset by the rise in
the investment in working capital of Euro 25 million. The Euro 68 million increase in EBITDA minus Capex is both
explained by lower capex during the period and an increase of Euro 16 million in EBITDA. The investment in working
capital in 2006 amounted to Euro 25 million and was primarily related to an increase in accounts receivable of Euro 135
million and a decrease in accounts payable of Euro 11 miltion.

The increase in accounts receivable in 2006 was mainly due to the delay in the monthly bill due date made in order to
optimize the efficiency of the collections process, which extended the collection of Euro 16 million to January 2007. This
change will not have any future negative impact in provisions or EBITDA. The decrease in accounts payable in 2006 was
mainly related to lower capex in 2006 and also from lower acquisitions of terminal equipment in the fourth quarter of
2006.

In 2008, free cash flow reached Euro 31 miltion, as compared to minus Euro 7 million in the same pericd of last year,
excluding the cash inflow of Euro 164 million in August 2005 related to the disposal of the Lusomundo Media.
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Consolidated Balance Sheet
Euro Million 2006 2005
Current assets 260.0 2730
Cash and equivalents 38.8 76.7
Accounts receivable, net 161.5 136.4
Inventories, net 149 19.0
Taxes receivable 125 109
Prepaid expenses and other current assets 323 30.1
Non-current assets 7151 7218
Investiments in group companies 18.3 248
Intangible assets, net 2836 294.4
Fixed assets, net 297.3 259.8
Defered taxes 891 1149
Other non-current assets 26.8 34.0
Total assets 975.2 1,000.8
Current liabilities 3554 336.3
Shert term debt 9.7 44.2
Accounts payable 1878 188.4
Accrued expenses 51.0 438
Deferred incorne 1.6 1.5
Taxes payable 134 8.4
Current provisions and other liabilities 9.8 439
Non-current liabilities 1958 2259
Mediumn and long term debt 1740 203.1
Non-current provisions and other liabilities 21.8 228
Total liabilities 551.1 562.1
Equity before minority interests 4146 4291
Share capital . 309 713
Share Issued premiums 0.0 159.3
Own shares -9.0 -85
Reserves, retained earnings and other e 834
Net income AN 1.7
Mincrity interests 9.4 9.6
Total shareholders' equity 424.1 438.7
Total liabilities and shareholders’ equity 975.2 1,000.8

The gearing ratio [Net Debt / (Net Debt + Sharehotders’ Equity)] at the end of December 2006 was 34.8%, as compared
to 28.0% at the end of last year, while shareholders’ equity plus long-term debt to total assets ratio decreased to 61.3%,
as compared to 64.1% at the end of last year. In 2006, the net debt to EBITDA ratio was 1.1 times, which compares with
0.9 in the previous year. EBITDA coverage (EBITDA/Interest costs) was 25.2 times in 2006, as compared to 31.8 times in

the previous year,

Consolidated Report - 2006

21



Consolidated Net Debt

IR Multimedia

Euro Million 2006 2005 y.oy
Net Debt (initial balance) 170.6 156.4 9.1%
Less: Free Cash Flow n.z 156.3 (80.1%)
Dividends paid by certain subsidiarigs™ 2.4 - n.m.
Dividends paid by PTM . 85.0 781 1.5%
Warrants - 91.5 nm,
Other - - n.m.
Net Debt {ending balance) 226.8 170.6 32.9%

(1) This caption relates to the dividends paid by Cabo TV Madeirense and Cabo TV Acoreana to minarity shareholders,

As of 31 December 2006, consolidated net debt amounted to Euro 227 million, an increase of Euro 56 million as
compared to year-end 2005. The free cash flow of Euro 37 million generated in the period was more than offset by the

dividends paid in the first half of 2006 (Euro 85 million).

Euro Million 2006 2005 Change
Short term 91.7 442 47.4
Bank loans 14.0 41 99
Shareholder loans 346 0.0 346
Liability with equity swaps on own shares ™ 90 8.5 05
Financial leases 1.2 1.2 (0.7)
Long-Term Telecom Contracts 234 219 1.5
Transponders 9.4 85 09
Medium and long term 174.0 203.1 (29.1)
Bank loans 115 34.6 (17.1)
Financial leases 1.9 19 {0.1)
Long-Term Telecom Contracts 240 438 (19.8)
Transponders 130.6 122.8 78
Total debt 265.6 2473 183
Cash and short term-investments 38.8 76.7 {37.9}
Net debt 226.8 170.6 56.2

(1) This item corresponcs to the notional amount of equity swaps contracted on 925 thousand PT Multimedia shares.
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Shareholders’ Equity (excluding Minority Interests)

Euro Million 2006
Equity before minority interests {initial balance) 429.1
Net income 711
Dividends paid (85.0)
Other ™ ' {0.6)
Shareholders' equity before minority interests (final balance}) 414.6
Change in equity before minority interests {14.5)

{1) This caption includes malnty Euro 0.5 million refated to the difference between the fair value of the new equity swaps contracted onr 925 thousand treasury shares and
the settlement valug of the previous equity swaps over the same teasury shares.

As at 31 December 2006, shareholders' equity excluding minority interest amounted to Euro 415 million, a decrease of
Euro 15 million from the end of 2005, as a result of dividends paid in the first half of 2006 {Euro 85 million), which more
than offset the net income generated during the period Euro 71 million,

Pursuant to Portuguese legislation, the amount of distributable reserves is determined according to the stand-alone
financial statements of the company prepared in accordance with Portuguese GAAP. The level of distributable reserves is
primarily impacted by the amount of (1) treasury stock owned; (2) net income generated; and (3} dividends paid.

Euro Million 2006
Distributable reserves (initial balance) 179.7
Net income under Portuguese GAAP (95%) 651
Dividends paid (85.0)
Unpaid dividends by certain subsidiaries (25.7)
Capita! reduction 2195
Other -
Distributable reserves {final balance) 353.6
Change in distributable reserves 173.9

{3) This item inciudes mainly fegal seserves recorded by certain subsiciaries of PT Multimedia in actordance with Portuguese legisiation.

{2) This item is retated to the share capital reduction to Euro 30.909,682.80, through the decrease in the par value of PT Multimedia shares to fure 0.10, which was
completed in September 2006 in connection with the share capital restruciuring approved a1 the AGM heltd an 19 April 2006,

As at 31 December 20086, distributable reserves of PT Multimedia amounted to Euro 354 million, an increase of Euro 174
miflion from the end of 2005, mainly as a result of the capital reduction undertaken in the third quarter of 20086,
amounting to Euro 219 million, and the net income generated in 2006 under Portuguese GAAP of Eura 69 million,

partially offset by the dividends paid in the first half of 2006 of Euro 85 million.

Consolidated Report - 2006 23



|
Bk Multimedia

Forward-Looking Information

PT Multimedia has leading positions in the Portuguese Pay-TV (#1) and broadband access (#2) markets
Through CATVP - TV Cabo Portugal, 5.A., PT Multimedia is the leading Pay-TV operator in Portugal with 1,480 thousand
Pay-TV customers and B0.6% market share in subscriber terms as of 30 September 2006. In addition to its cable
network, PT Multimedia also owns a satellite platform in Portugal. Through these two platforms, PT Multimedia covers
100% of Portuguese households and therefore is best positioned to benefit from the significant upside that still exists in
Pay-TV penetration in Portugal. Through its brand "Netcabo”, PT Multimedia is the number two broadband internet
access provider in Portugal with 362 thousand broadband customers in 2006, accounting for 24.9% of the Portuguese
market as of 30 September 2006. PT Multimedia believes there is room for further growth as PC penetration tends to
increase towards the European average.

PT Multimedia has the potential to further increase revenue per subscriber

PT Multimedia's current ARPU is lower than in a number of other European markets. PT Multimedia believes ARPU
growth can be underpinned through the migration of its subscriber base to higher tier packages. Additionally, take-up of
premium channels by PT Muitimedia cabie customers is low relative to other markets, providing significant room for
growth. PT Multimedia delivered year on year ARPU growth of 7.4% in the fourth quarter of 2006 in part due to the
migraticn of its subscriber base towards higher tier packages such as "TV Cabo Funtastic Life" (digital offer with an
additional 25 channels at Euro 5 per month more than the standard basic package). “TV Cabo Funtastic Life” reached
270 thousand customers by the end of December 2006, with 48 thousand net additions in the fourth quarter.

PTM has the potential to take advantage of the Portuguese fixed voice market, which accounted for 1.4 billion
Euros of revenues in 2005

Approximately 80% of PT Multimedia's network has been certified as VolP compliant, and over 90% of the network is
planned to be VoIP compliant by the end of 2007. In addition, PT Multimedia has recently announced triple play services
and integrated fixed mobile service trials are already underway. This will pave the way for the potential launch of
quadruple play offers once allowed by requlation. There is, therefore, potential for growth in additional voice revenues, as
well as for improving Pay-TV and broadband penetration whilst reducing churn, further enabling PT Multimedia to
increase ARPU.

PT Multimedia's infrastructure provides a platform to support continuous introduction of additional
innovative services with better quality and at competitive prices

Continued investment in its network and information systems, which since 2002 has amounted to approximately Eurg
450 million, has enabled PT Multimedia to offer high speed broadband and digital Pay-TV services to more than 2.7
million homes. During the course of 2006, the deployment of additional fibre has improved network quality and is
enabling the improvement in the quality of service and the roll-out of new services.

PT Multimedia is well positioned to continue growing Adjusted EBITDA

From 2002 to 2006, PT Multimedia delivered EBITDA growth of 30% per year. PT Multimedia is well positioned to
continue to deliver growth given the revenue opportunities outlined above. Top line growth should result in higher
absorption of fixed costs. Moreover, a number of incremental revenue opportunities such as VoD, further broadband
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penetration and the impact of triple play, carry relatively low marginal costs. This, together with efficiency gains,
innovation and continuous cost reduction, should lead to margin expansion and continued cash flow growth in the
future.

PT Muitimedia is enjoying operational momentum

Pay-TV and broadband net additions have recovered with more than 36 thousand new Pay-TV subscribers and almost 18
thousand new cable broadband subscribers added in the third and fourth quarter of 2008. This has been combined with
the increased take-up of both "TV Cabo Funtastic Life”, with 18.3% of all Pay-TV customers already taking this service,
and sports premium content, which has helped the continued growth in ARPU.

PT Multimedia has a track record of shareholder returns

PT Multimedia has demonstrated a strong commitment to shareholder remuneration. In 2004, PT Multimedia paid a
dividend, in respect to 2003 results, for the first time. In 2005, tota! shareholder remuneration amounted to furo 169
million, including a Euro 91.5 million share buyback program through the issue of put warrants. In 2006, dividends paid
increased by 10% to Euro 27.5 cents per share, amounting to a total of Euro 85 million. PT Multimedia believes it has the

financial flexibility to further improve the level of cash returns to shareholiders.

Lisbon, 19 March 2007

The Board of Directors,

Henrique Manuel Fusco Granadeiro, Chairman of the Board of Directors
Zeinal Bava, Chairman of the Executive Committee

Manuel Francisco Rosa da Sifva, Member of the Executive Committee

Francisco José Meira da Silva Nures, Member of the Executive Committee
Duarte Maria de Almeida e Vasconcelos Calheiros, Member of the Executive Committee
Pedro Humberto Monteiro Durdo Leitdo, Member of the Executive Committee
Marsel Fernando Moniz Galvdo Espirito Santo Sifva, Member of the Board of Directors
Antonio Domingues, Member of the Board of Directors
José Pedro Sousa de Alenquer, Member of the Board of Directors
Joagquim Anfbal Brito Freixial de Goes, Member of the Board of Directors

Lufs Jodo Bordalo da Sitva. Member of the Board of Directors
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PT Multimédia - Servigos de Telecomunicagées e Multimédia, SGPS, S.A.

Consolidated Statements of Profit and Loss
For the years ended 31 December 2006 and 2005

{(Amounts stated in Euros)

Notes 2006 2005
CONTINUED OPERATIONS
REVENUES:
Services rendered 6 621,135411 582,906,275
Sales 6 35,796,233 34095138
Other revenues 6 9,551,226 11,452,940
666,482,870 528,454,353
COSTS, EXPENSES, LOSSES AND INCOME:
Wages and salaries 7 359,975,868 43,917,989
Direct costs 8 203037771 201,336,349
Casts of products sold 9 16,808,161 13,199,148
Marketing and publicity 18,310,892 20,295,907
Support services 10 54,232,118 40,317,922
Supplies and extemnal services 10 108,136,065 103,392,846
Indirect taxes 1,340,233 800,841
Provistons and adjustments 34 13,557,318 9,902,107
Depreciation and amortisation 28 and 29 102,502,152 61,919,611
Curtailment costs, net 1,340,634 -
Losses on disposals of fixed assets, net 443,305 70,599
Other costs, net 12 (4,139,876) {1,675,949)
555,544,639 493,477,370
In¢come before financial results and taxes 110,938,231 134,976,983
Net interest expense 8,360,958 6,143,383
Net foreign currency exchange losses/{gains) (423.917) 688,080
Net losses/(gains) on financial assets 3,517 (737}
Equity in earnings of affiliated companies 13 (365,944) (3,539,915}
Net other financial expenses 180,839 {2,488,436)
7,755,453 802,375
Income before taxes 103,182,778 134,174,608
Minus: Income taxes ’ 14 (29,051,689) (35,183,210)
Net income from continued operations . 74,131,089 §8,991,398
DISCONTINUED OPERATIONS
Net income from discontinued operations 15 - 14,050,473
NET INCOME 74,131,088 113,041,871
Attributable to:
Minority interests 16 2,984,083 1372111
Equity holders of the parent, 18 11,147,006 111,669,760
Earnings per share from tota! operations
Basic ) 18 0.23 0.36
Diluted . 18 0.23 0.36

The accompanying notes form an integral part of these financial statements.
Official Accountant The Board of Directors

Consolidated Report - 2006 27



P T

Multimedia'

PT Multimédia - Servigos de Telecomunicag¢ées e Multimédia, SGPS, $.A.

Consolidated Balance Sheet as at 31 December 2006 and 2005

Assets
Current Assets
Cash and cash equivalents
Accounts receivable - trade
Accounts receivable - other
Inventories
Taxes receivable
Prepaid expenses
Other current assets
Total current assets
Non-Current Assets
Accounts receivabte - Other

Investments in group companies

Other investments

Intangible assets

Tangible assets

Deferred taxes

Other non-current assets
Total non-current assets
Total assets

Liabllities
Current Liabilities
Short-term debt
Accounts payable - trade
Accounts payable - other
Accrued expenses
Defered income
Taxes payable
Current provisians
Other current liabilities
Total current liabilities
Non-Current Liabilities
Medium and long-term debt
Actounts payable - other
Non-current provisions
Defered taxes
Other non-current liabilities
Total non-current liabilities
Total liabilities

SHAREHOLDERS' EQUITY
Share capital
Capital issued premium
Treasury shares
Legal reserve
Reserve for treasury shares
Accumutated earnings

Equity excluding minority interests

Minority interests
Totaf equlty

Totat llabllities and shareholders’ equity

{Amounts stated in Euros)

The accompanying notes form an integral part of these financial staterments.
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Notes 2006 2005

19 38,828,011 76,716,762
20 105,456,464 89,532,846
21 56,067,915 45,838,205
22 14,907,649 18,955,083
23 12,454,494 10,868,168
24 20,653,015 28,025,960
25 2,678,161 2,055,544
260,045,709 272,892,568
21 9,768,750 14,843,750
26 18,308,648 24,729,863
27 30,867 30,867
28 283,615,597 294,402,974
29 297,282,365 259,775,039
14 89,118,029 114,891,618
25 17,007,585 19,134,216
715,131,841 721,808,327
975,177,550 1,000,800,855

30 91,655,758 44,229,116 |
k3| 158,794,138 160,518,144
k3! 25,048,207 27879697
32 50,999,975 43,794,775
3 1,620,232 7,538,826
23 13,406,011 8,446,620
kY 1,703,066 41,798,744
35 2,126,631 2,055,544
355,354,018 336,262,066
30 173,964,086 203,082,651
56,452 33,628
34 4,701,407 3,580,091
14 29,169 13,282
35 17,007,586 19,134,217
195,758,700 225,863,869
551,112,718 562,125,935
36 30,909,683 77,274,207
36 . 156,288,211
36 {9.001,900) {8,520,000)
36 128,386 7,039,998
36 246,543,677 1,983,104
146,058,208 192,055,109
. 414,638,054 429,120,649
16 9,426,718 9,554,311
424,064,832 438,674,960
975,177,550 1,000,800,855
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PT Multimedia - Servigos de Telecofnunicat;ées e Multimeédia, SGPS, S.A.

Balancs as ot 11 Dacumbar 2004
Acquirions of resury shavss i}

Finsncial sxsrcrse of pud waranty (i)

Enriregs sdlecatin

Incorma recorded in tha profit and by ststament
= L

Balaree o6 ut 31 Ducomber 2005

Eaming: aftccation Nots 17)

Acquisitions of Lreasury Shanes (i)

Capitsl incresse (i)

Capital retion {2)

Earmings f1am associal W companias

Incoma recorded In the profit and koes stsbement
Ouhar M§UELImets

Balence a3 41 20 June 2008

Consolidated Statements of changes in shareholders’ Equity
For the years ended 31 December 2006 and 2005

{Amounts stated in Euros)

Shara Copltat livued Tranzury Lagat Rerarve for
capital promium il Tiralve tiwipinary $htey
T0.443464 159,280,117 - 1,535,303 1,337,170
- . 18.520,000) - -
[IREFiy] {5.414.258
- 5504185 -
11,214 707 159,238,231 (8,520,000} 7,018,338 1,521,304
- . - 120124
. B (481.900) - -
17304, 224 (159.288.31} - 26,738 AR V2]
219452740 - 21845374
- 25,019,610
. - . . 256,412
30,909,543 H 19.607,500) HED 245,143 677

Actumuiasted
.

o tsmings_
21 ANED

(E8.Z73,808)
(7784073
111,660,760

(AT
(50,721,187}

25M9470)

T,141,006
24|

ViR050.2708

Minosity
b arasts.

Total acuity

11,184,128

LM
{159
2554311

2584083
111418

9426778

509,309,551
(520000}
L4225
M3}
1130487t
A015926)

A15674, 060
(85.001.5271

{481,900

LLAKLF:
(3576
424,064,812

(i) In 2005, PT Multimédia contracted equity swaps on 925,000 of its own shares totalling Euro 8,520,000. In accardance with IFRS (1AS 32), the
equity swaps are recognised as an effective acquisition of treasury shares, requiring the recognition of a corresponding financial fiabifity, In
2006 this contract was renegotiated to a new amount of Euro 9,001,900,

{ii} In 2005, PT Multimedia issued put warrants to its shareholders, through the distribution te the shareholders of Euro 94,866,329 in (1) put warrants
financially settlement in the amount of Euro 44.441,958; and (2) physical settlement in the amount of Euro 50,424,361, through the sale of PT

Multimedia's shares.

{iii) On 12 May 2006, PT Multimedia approved a share capital increase of Euro 173,094,224, through incorporation of capitat issued premiums, legal
reserves and reserves for treasury shares of Euro 159,288,231, Euro 12,631,736 and Euro 1,174,257, respectivatily. On 13 September 2006, a PT
Multimedia approved a share capital reduction of Euro 219,458,748 through the transfer of other reserves.

Official Accountant

The accompanying notes form an integral part of these financial statements
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Consolidated Statements of Cash Flows
For the years ended 31 December 2006 and 2005

OPERATING ACTIVITIES
Coftections from clients
Payments to suppliers
Payments to emplyees
Payments relating to income taxes
QOther net payments relating to operating activities
Cash flow from operating activities {1)

INVESTING ACTIVITIES
Cash receipts resulting from:
Financial investments
Tangible assets
Interest and related income
Dividends
Other

Payments resulting from:
Financial investments
Tangible assets
Intangible assets

Cash flow from Investing activities (2}

FINANCING ACTIVITES
Cash receipts resulting from:
Loans obtained
Subsidies

Payments resulting from;
Loans repaid
Lease rentals {principal)
Interest and related éxpenses
Dividends
Share capital reduction
Other

Cash flow from financing activities (3)

Change in cash and cash equivatents (4)=(1)+{2}+(3}

Change in cash and cash equivalents of discontinued operations

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

{Amounts stated in Euros)

The accompanying notes form an integral part of these financial statements

Official Accountant

Notes 2006 2005
755,138,649 752,062,985
{486,697,923) (465,364,264)
{38,734,380) (42,691,699)
{2,689,546) (4,234,122}
(32,882,287} (21,086,531}
194,134,513 218,686,370
38t 4,460,469 252,677,704
641,268 233,569
1,890,730 B,319,428
38.2 1,843,062 1.032,083
358,909 72,732
4,294,438 262,355,516
383 {1,862172) (58,306,768)
{115,925,107) (100,789,166}
{13,902,101) (10,598,135)
(131,689,380} (169,694,069}
{122,394,941) 92,661,447
38.4 35,014,516 138,661,908
2,714,950 1,908,592
31,7254717 140,570,500
385 (B,459,559} (210,129,697)
(41,392,959) (6,199,713)
(10,146,171) (31,152,096}
(87,356,166) (79.166,117)
- (94,935,059)
- 5,427
{147,354,856) (401,577,855)
{108,625,379) {261,007,355)
(37.885,808) 50,340,462
(2.943) 71,746
86 76,716,762 26,304,554
38,828,011 76,716,762
The Board of Directors
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PT Multimédia - Servigos de Telecomunicag¢des e Multimédia, SGPS, S.A.
Notes to the Consolidated Financials Statements

(Amounts stated in Euros)

1. Introduction

PT Multimédia - Servigos de Telecomunicages e Multimédia, SGPS, S.A. ("PT Multimédia™ or “the Company”) was formed by Portugal
Telecom, SGPS, S.A. ("Portugal Telecom™) on 15 July 1999 for the purpose of developing the multimedia business. Currently, the
multimedia business undertaken by PT Multimédia and its subsidiaries ("Group” or "PT Multimédia Group") incfudes cable and satellite
television services, the distribution and sale of DVDs, cinema exhibition and film distsibution.. PT Multimedia produces premium movie

channels for its pay TV platform, which channels are also so!d to other interested cable television distributors.

Cable and satellite television services are rendered by CATVP - TV Cabo Portugal, S.A. ("TV Cabo Portugal™) and its subsidiaries. TV
Cabo was created on 3 November 1982 and began its activities on 29 July 1993, which include: a) cable and satellite televiston; b)
electronic communications services, including data and multimedia communications services; and ¢) consulting, advisary and other

services directly or indirectly related to the activities mentioned above.

In 2004, Law 5/2004 {Electronic Communications Law) was approved, which sets forth the regime for electronic communications
netwarks and services, and revokes Law 91/97, Decree Law no. 381-A/97 and Decree Law 241/97, among others. In accordance with
the Electronic Communications Law, which substantially changed the system under which TV Cabo Portugal and its subsidiaries
operate, a general authorization system is now in effect whereby companies desiring to furnish electronic communication networks
and services must simply provide the National Communications Authority ("ANACOM”} with a brief description of the network or
service they seek to start up and the commencement date thereof, ANACOM then issues a statement confirming this notification and
describing in detail the rights concerning access, interconnection and installation of resources. As a follow-up to this new Law,
ANACOM will publish regulations for implementing the Electronic Communications Law, as well as making any changes and
adaptations to registers, licenses and authorizations issued pursuant to the Law, as is the case with TV Cabo Portugal and its
subsidiaries.

The Electronic Communications Law does not set limits for exercising activities, nor rules for reversion of assets, as was the case with
the previous lega! provisions with regard to cable network operator activities.

PT Contetdos — Actividade de Televisdo e de Produgao de Conteudos, S.A. ("PT Contetudos”), whose main activities involve television
operations and content production, currently produces the Premium movie channels, distributed through the channels of TV Cabo
Portuga! and its subsidiaries, and also manages the advertising siots for same of these channels.

Lusomundo Audiovisuais, S.A. ("Lusomundo Audiovisuais”) and Lusomundo Cinemas, S.A, ("Lusomundo Cinemas™), and its subsidiaries
undertake their activities in the area of audiovisuals, which includes the distribution and sale of DVDs, film distribution and cinema
exhibition.

The shares of PT Multimédia are traded on the Euronext Lisbon Stock Exchange and, as at 31 December 2008, a total of 180,609,700
shares, corresponding 1o 58.43% of the share capital of the company, are owned by Portugal Telecom, SGPS, S.A..

The notes here in follow the arder in which the items are presented in the consolidated financial statements.

The consotidated financial statements for the year ended 31 December 2006 were approved by the Board of Directors and authorized
for issue on 19 March 2007.

Consolidated Report - 2006 3
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2. Basis of presentation

The consolidated financial statements are presented in Euros, which is the currency of the majority of the Group's operations.
Financial statements of foreign subsidiaries are translated into Euros according 1o the accounting principles described in Note 3.

The conselidated financia! statements of PT Multimédia are prepared under International Financial Reporting Standards (*IFRS"} issued
by the International Accounting Standards Board ("IASB") and as adopted by the European Union ("EU"), including all interpretations
of the International Financial Reporting lnterpretation Committee ("IFRIC™) that were in effect on the date of approval of the financiat
statements. For PT Multimedia, there are no differences between IFRS as adepted by the European Union and IFRS published by the
International Accounting Standards Board.

The consolidated financial statements were prepared assuming the continuity of the operations, based on accounting records of all
subsidiaries included in the consolidation {Exhibit I.7).

The preparation of consolidated financial statements in conformity with IFRS requires management to make estimates and
assumptions based on the best information possible as of the date of preparation of the financial statements (Note 3).

a) Consolidation principles
Controlled entities

PT Multimeédia has fully consolidated the financial statements of all controlled entities. Control is achieved where the Group has the
majority of the voting rights at the General Meeting of Shareholders, directly or indirectly, or has the power to determine the financial
and operating policies of an entity. In any case, where the group dees not have a direct interest in the capital of the entity but in
substance controls the entity, the financial statements of the entity are fully consolidated. Entities that fall in these categories are
indicated in Exhibit 1.17.

The interest of any third party in the shareholders’ equity and net income of fully consolidated companies is presented separately in
the consofidated balance sheet and consolidated income statement under the caption “Minority interests” {Note 16). Losses
applicable to the minorities in excess of the minority’s interest in the subsidiary’s equity are allocated against the interest of the
Group, except to the extent that the minority has a binding obligation and is able to make an additional investment to cover the
losses. If the controlled entity later reports profits, the Company appropriates the profits to the extent of the losses attributable 1o
minority interests that were previously absorbed by the Group.

From 1 January 2004, assets, liabilities and contingent liabilities of an acquired subsidiary are measured at fair value at the acquisition
date. Any excess of the purchase price costs over the fair value of identifiable net assets is recognised as goodwill. If the purchase price
is tower than the fair value of identifiable net assets acquired, the difference is recognised as a gain in the net income for the period
the acquisition occurs. Minority interests are presented proporticnally to the fair value of identifiable net assets and liabilities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of profit and loss from
the effective date of the acquisition or up to the effective date of disposal, as appropriate.

All intra-group transactions and balances are eliminated in the consolidation process. Gains obtained in intra-group sates of affiliated
companies are also eliminated on the consolidation process.

Where necessary, adjustments are made to the financial statements of subsidiaries to adjust their accounting policies in line with
those adopted by the Group.
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Interests in joint ventures

PT Multimédia has proportionally consolidated the financial statements of jointly controlied entities beginning on the date the joint
control is effective. Under this method, assets, liabilities, income and expenses of the entity are added, on a proportional basis, to the
comesponding consolidated caption. Financial investments are classified as jointly controlled entities if the joint control agreement
clearly demonstrates the existence of joint control,

All transactions and balances with jointly controtled entities are eliminated to the extent of the Group’s interest in the joint venture,
Investrnents in associates

An associate is an entity over which the Group has significant influence. Significant influence is the power to participate in decisions
relating to the financial and operating policies of the entity, but not control or joint control.

Any excess of the cost of acquisition over the Group's share of the fair value of the identifiable net assets of the associate recognised
at the date of acquisition is recognised as goodwill, The goodwill is included within the carrying amount of the investment and is
assessed annually for impairment. If the acquisition cost is lower than the fair value of identifiable net assets, the difference is
recognised as a gain in the net income for the period the acquisition gceurs.

Financial investments in associated companies are accounted for under the equity method (Exhibit L2}, Under this method,
investments in associated companies are carried in the consolidated balance sheet at cost, adjusted periodically for the Group's share
in the resutts of the associated company, recorded as part of financial results and other changes recorded against net assets acquired,
In addition, financial investments are adjusted for any impairment losses that may occur,

Losses in associated companies in excess of the cost of acquisition are not recognised, except where the Group has assumed any
commitment to cover those losses.

Dividends received from associated companies are recognised as a reduction in the value of financial investments.
Non-current assets held for sale

Nen-current assets (or discontinued operations) are classified as held for sale if their carrying amount will be recovered through a sale
transaction rather than threugh continuing use. This condition is regarded as met only when: (1) the sale is highly probable and the
asset is available for immediate sale in its present conditiory; {2) management has assumed a commitment to the sale; and (3) the sale
i5 expecled to be completed within 12 months. Non-current assets classified as held for sale are measured at the lower of the assets’

* previous carrying amounts and the fair value less costs to sell.

Goodwill

Goodwill represents the excess of the cost of acquisition over the Group's interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities of the subsidiary or jointly controlled entity recognised at the date of acquisition, in accordance
with IFRS 3, Pursuant to the exemption provided in IFRS 1, the Group used the provisions of IFRS 3 only for acquisitions that occurred
after 1 January 2004. Goodwill related to acquisitions made before 1 January 2004 was recorded at its carrying amount as of that
date, rather than being recalculated in accordance with IFRS 3, and is subject to annual Impairment tests thereafter.

Goodwill Is recorded as an asset and included under the captions "Intangible assets” (Note 28), in the case of a subsidiary or jointly
controlled entity, or under “Investment in group companies” (Note 26) in the case of an associated company. Goodwill is not

Consolidated Report - 2006 3



Bl Multimedia

amortised but is tested for impairment on an annual basis or whenever there are indications of a loss of vafue. Any impairment is
recorded immediately as an expense in the income statement in the period it occurs and cannot be reversed in a subsequent period.

On disposal of a subsidiary, jointly controlled entity or associate, the goodwill allocated to that investment is included in the
determination of the gain or ess on disposal.

b) Changes in the consolidated Group

There wese no relevant changes in the Consolidated Group.

3. Summary of Significant Accounting Policies, Judgments and Estimates

a) Balance sheet classification

Assets to be realized and liabilities to be settled within one year from the date of the balance sheet are classified as current assets and
liabifities, respectively.

b) Inventories

Inventories basically comprise terminal equipment (cable Tv and internet access} and DVD's (audiovisuals business), are stated at
average acquisition cost. An adjustment to the carrying value of inventories is recognised when, due to technological obsofescence,
use of inventory is no ionger foreseen or when the net realizable value is lower than the average cost, through the net income of the
period the loss occurs, under the caption "Cost of products sold”,

c) Sport exhibition rights

Sport exhibition rights. for the broadcast of Sporting events to take place in the period of one year, are stated at acquisition cost,
under the capticn " Deferred Cost™. These costs are recognised when the service is rendered.

d} Distribution rights to audiovisual content

Films' distribution costs acquired by Lusomundo Audiovisuais, are recognised as occurs the respective uses weighed with the
maximum stated period of exploration of respective contracts. Advance payments made to the content producers are recognised in
“Advances to suppliers” until the premiere of the movie. These amounts are reclassified to “Deferred costs”

e} Tangible assets

Tangible assets are stated at acquisition, net of accumulated depreciation, accumulated impairment losses, and investment subsidies,
where applicable. Acquisition cost includes, in addition to the amount paid to acquire the asset, (1) direct expenses related with the
acquisition process; and (2) the estimated cost of dismantling or removing of the assets (Notes 3.h and 34).

Tangible assets are depreciated on a straight-line basis from the month they are completed or are available for use. The amount of the
asset to be depreciated is deducted from any residuat vatue. The depreciation rates correspond to the following estimated average
useful fives, defined as a function of the expected use of the asset:

Years

Buitdings and other construction 5-50
Basic equipment:

Network installations and equipment 4.20
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Terminal equipment 4-5

Other telecommunications equipmant 5

Other basic equipment 3-10
Transportation equipment i-8
Tools and dies 4-10
Administrative equipment 3-10
Other tangible fixed assets 4.10

Estimated losses resulting from the replacement of equipment before the end of their useful lives, for reasons of technological
obsolescence, are recognised as a deduction from the corresponding asset’s vatue against the results for the period. The cost of
recurring maintenance and repairs is charged to net income as incurred. Costs associated to significant renewals and improvements
are capitalized, if any future economic benefits are expected and those benefits can be reliably measured. Depreciation periods for
those capitalized assets correspond to the period of the expected recovery of the investment.

When an asset is recorded as held for sale, its carrying amount is classified in current assets held for sale, and depreciation ceases. The
gain or loss arising on the disposal of a tangible asset is determined as the difference between the sales proceeds and the carrying
amount of the assets and is recognised in net income under the caption "Losses on disposals of fixed assets, net”.

f) Intangible assets

Intangible assets are stated at acquisition ¢ost. net of accumulated amortisation and accumulated impairment losses, if any. Intangible
assets are recognised only if any future economic benefits are expected and those benefits can be reliably measured.

Intangible assets include primarily hasically goodwill (Note 2.a)), lease rights, software licenses and other contractual rights.

Internally generated intangible assets, namely current research and development expenditures, are recognised in net income when
incurred, Development expenditures can only be recognised initially as an intangible asset if the Company demonstrates the technical
ability to complete the project and put the asset in use or available for sale,

Intangible assets, except goodwill, are amortised on a straight-line basis from the month they are available for use, during the
following periods:

Years
Lease rights Period of the agreement
Software licenses 3-8
Other intangible assets 3-8
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g) Impalmment of tangible and intangible assets, excluding goodwill

The Group assesses annually, at the balance sheet date, its tangible and intangible assets for impairment Josses. This assessment is also
made if any event or change in circumstances is identified that indicates that the recorded value of the asset may not be recovered. In
case of any such indication, the recaverable amount of the asset is estimated in order to determine the extent of the impairment loss.

Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount of the
cash-generating unit to which the asset betongs. The recoverable amount is the higher of fair value less cost to sell and value in use.
The fair value less cost to sell is the amount that could be received in a transaction with an independent and knowledgeable entity,
minus the direct costs related with the sale. The value in use is the estimated future cash flows, discounted to their present value,
based on the continuing use of the asset and its disposition at the end of its useful life. If the recoverable amount of an asset is
estimated to be less than its carrying amount, an impairment loss is recognised immediately in net income under the caption
“Depreciation and amortisation”.

A reversal of previously recorded impairment losses is recorded when there are indications that these losses no longer exist or have
decreased, A reversal of an impairment loss is recegnized in the income statement in the period in which it occurs. However, a
reversal of an impairment loss may be recorded only to the extent that the increased carrying amount does not exceed the carrying
amount that would have been recorded {net of depreciation and amortization} had no impairment loss been recognised for the asset
in prior periods.

h} Provisions and contingent liabilities

Provisions are recognised when (i) the Group has a present obligation as a result of a past event ana it is probable that an outflow of
internal resources will be required to settle the obligation and (i) a reliable estimate ¢an be made of the amount of the obligation.

Provisions for restructuring are only recognised if a detailed and formal plan exists and if the plan is communicated to the parties
involved.

Provisions for dismantling and removing assets and renovations are recognised from the day the assets are in use, in accordance with
the best estimates at that date (Notes 3.e and 34). The amount of the provision recorded reflects effect of the passage of time, with
updates to that amount recognised in net income under the caption "Net interest expense”,

Provisions are updated as of the balance sheet date, based on the best estimate of the Group’s management.
i} Subsidies

Subsidies from the Portuguese Government and fromn the European Union are recognised at fair value when the receivable is probable
and the Company can comply with all requirements of the subsidy program.

Subsidies for training and other operating activities are recognised in net income when the related expenses are recognised,
Subsidies to acquire tangible assets are deducted from the carrying amount of the related assets.
J) Financlal Assets and liabilities

Financial assets and financial liabilities are recognised on the Group's balance sheet when the Group becomes a party to the
contractual provisions of the instrument.
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(i) Trade receivables

Trade receivables do not have any implicit interest and are presented at norninal value, net of allowances for estimated unrecoverable
amounts.

(ii) Investments

Financial investments, excluding controfled entities, associated entities and interests in joint ventures, are classified as held to
maturity.

Held to maturity investments are classified as non-current assets, except for those whose maturity date occurs within the next 12
maonths from the balance sheet date. This caption includes all investments with a defined maturity date if the Group intends and has
the ability to hold them until that date.

All acquisitions and disposals of these investments are recognised on the date the agreement or contract is signed, independent of the
settiement date.

These investments are initially recognised at their acquisition cost, including any expenses related o the transaction. Subsequent to
the initial recognition.. In situations where the investrents are interests in capital stock not listed on any regulated market and where
an estimate of fair value is not reliable, the investrments are recognised at acquisition cost, net of any impairment |osses.

Held to maturity investments are recognised at acquisition cost, net of any impairment losses.
(iii) Financial liabilitles and equity instruments

Financial liabilities and equity instruments issued by the Group are classified according to the substance of the contractual
arrangements entered into, regardless of the legal form they take. An equity instrument Is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabllities. Equity instruments issued by the Group are recognised based on
the proceeds, net of any transaction costs from their issuance.

{iv} Bank loans

Bank loans are recognised as a liability based on the proceeds, net of any transaction ¢ost Interest cost, computed based on the
effective interest rate and including premiums, is recognised when incurred.

(v} Trade payables
Trade payables do not incur interest and are recognised at nominal value, which is substantially similar to their fair value.
(vi) Derivative financla! instruments and hedge accounting

The Group’s policy is to enter into derivative financial instruments to hedge the financial risks to which it is exposed due to variations
in exchange rates.

The Group does not enter into derivative instruments for speculative purposes, and the use of derivative instruments is subject to
internal policies defined by the Executive Committee. Derivative financial instruments are measured at fair value, and the method of
recognition depends on the nature of the instrument and purpose of entering into the instrument.

Hedge accounting
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The provisions and requirements of IAS 39 must be met in order to qualify for hedge accounting.

Changes in the fair value of derivative financial instruments classified as fair value hedges are recognised in net income for the period,
together with the changes in the value of the covered assets or liabilities,

The effective portion of the changes in fair value of derivative financial instruments classified as cash flow hedges is recognised
directly in accumulated earnings, under "Cther reserves”, and the ineffective portion is recognised in net income, When changes in the
value of the covered asset or liability are recognised in net income, the corresponding amount of the derivative financiai instrument
previously recegnised under "Other reserves” is transferred to net income.

Hedge accounting is discentinued when the hedging instrument expires or is sold or exercised, or no longer qualifies for hedge
accounting under the provisions of 1AS 39,

Changes in the fair value of derivative financial instruments that, in accordance with internal policies, were entered into economically
hedge any asset or liability but do not comply with the provisions and requirements of I1AS 39 to be accounted for as hedges are
recognised in net income in the period in which they occur.

As of 31 December 2006, PT-Multimedia has no derivative financial instruments,
{vil} Treasury shares

Treasury shares are recognised in shareholders’ equity, under the caption "Treasury shares” at acquisition cost as a reduction in

shareholders’ equity, and gains or losses obtained in the disposal of those shares are recorded under "Other reserves”. The equity .

swaps on own shares entered into by PT Multimédia have the characteristics of an acquisition of own shares and are therefore
recorded in a manner similar to an acquisition of gwn shares, as described above, These instruments are recorded as a financial
liability in the amount of the value of the total shares 10 be acquired as of the date of the contract.

(viii) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, demand deposits, time deposits and other short-term highly liquid investments
{due within three months or tess from the date of acquisition that are readily convertible to a known amount of cash and are subject
to an insignificant risk of changes in value).

In the consolidated cash flow statements, the caption “cash and cash equivalents” also includes overdrafts recognised under the
caption "Short-term debt”,

(ix) Qualified Technological Equipment transactions

PT Multimedia, through TV Cabo Partugal, entered into certain Qualified Technological Equipment transactions {"QTE"), whereby
certain tangible assets were sold to foreign entities. Simultaneously, those foreign entities entered into leasing contracts on the
equipment with special purpose entities, which entered into conditional sale agreements with TV Cabo Portugal with respect to that
equipment. TV Cabo Portugal maintained the legal possessiorn of this equipment.

These transactions represent sale and leaseback transactions, and the equipment continued to be recorded as assets of TV Cabo
Portugal. Because TV Cabo Portugal obtained the economic benefits of the transactions, a non-current asset was recorded in the
amount of the sale of the equipment (Note 25), and a non-current liability was recorded in the amount of the future payments under
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tha leasing contract (Note 35). As at the balance sheet date those amounts are measured at fair value ( Eurc 19,134,216 as at 31
December 2006).

Premiums received by TV Cabo Portugal from this transaction are recognised in net income on a straight-line basis during the period
of the contracts.

k} Leases

Leases are classified {1) as finance leases whenever the terms of the lease transfer substantially ali the risks and rewards of ownership
to the fessee and (2) as operating leases when substantially all the risks and rewards of ownership are not transferred to the lessee.

The classification of leases depends on the substance of the transaction and not on the form of the contract.

Assets acquired under leases and the corresponding liability 1o the lessor are accounted for under the finance method, with the assets,
principal payments and autstanding balance recorded in accordance with the fease payment plan. Interest included in the rents and
the depreciation of the assets is recognised in net income in applicable period.

Under operating leases, rents are recognised on a straight-line basis during the period of the lease.
I} Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax,

PT Multimedia adopted the tax consolidation regime in Portugal for groups of companies, The provision for income taxes is
determined on the basis of the estimated taxable income for all the companies in which it holds, directly or indirectly, 50% or more
of the share capital and that are Portuguese residents and subject to the Income Tax for Collective Persons (IRC).

The remaining Group companies, not covered by the tax consolidation regime, are taxed individualty based on their respective taxable
income at the applicable tax rates.

Income tax is recognised in accordance with IAS 12. The tax currently payable is based on taxable profit for the year and on deferred
tax, which is based on differences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, as well as based on reportable tax losses on the date of the balance
sheet.

Deferred tax assets are recognised only to the extent that it is probable that these may be used to reduce future taxable profits or
when there are deferred tax liabilities whose reversal is expected in the same period in which the deferred tax assets are expected to
be reversed. The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that is no
tonger probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

The amount of tax attributable to current taxes or deferred taxes resulting from transactions or events recognized in reserves is
recorded directly in the applicable shareholders’ equity captions and does not affect the results for the period.

m) Revenue recognition
PT Multimedia's revenue arises principally from:

» (Cable and satellite television services;

» Internet access services;
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e  Cable Tv advertising;
¢ Movie exhibition and distribution; and
»  Sales of DVDs and terminal equipment.

Whenever applicable, revenues from the sale of goods and services on bundle ofiers, are allocated to each of their components and
recognized separately in accordance with the criteria defined for each, as follows:

Cable and satellite television services

Revenues from cable and satellite television services result primarily from and are recognised as follows: (i) monthly subscription fees
for the use of the service; (ii} amounts billed for the installation of the service and (iti} rental of equipment. Revenues from monthly
subscriptions and installation are recognized in the period when the service is rendered to the customer, and revenues from the rental
of equipment are recognized during the rental period.

Internet access services

Revenue from Internet access services, provided through the cable network, is mairly from monthly subscriptions and/or use of the
Internet, depending on the mode chosen by the customer. This revenue is recognized for the period in which the service is provided.

Cable TV advertising

Advertising revenues from cable TV and refated discounts are recognised in the period when the advertising is run, deducted from the
related discounts.

Movie exhibition and distribution services

Revenues from the exhibition of films result from the sale of cinemna tickets, and revenues from the distribution of films result from
the sale to other cinema operators of exhibition rights acquired from film producers and distributors. These revenues are recognised in
the pericd of the exhibition or in the period of the sale of the rights, as applicable.

Sales of DVDs and terminal equipment
Revenues from sales of DVDs and terminal equipment are recognised in the period when the sale occurs.

As of the balance sheet date, trade receivables are adjusted for the estimated risks of collection, with unrecoverable amounts
recognized in net income of the period under the caption "Provisions and adjustments”.

All other revenues and expenses are recognised when incurred on an accrual basis, regardiess of the time of receipt or payment.
n) Foreign currency transactions and balances

Transactions denominated in foreign cuirencies are transtated into Euros at the rates of exchange prevailing at the time the
transactions are entered into. At the balance sheet date, assets and liabilities denominated in forefgn currencies are adjusted to reflect
the exchange rates prevailing at such date. The resulting gains or losses on foreign exchange transactions are recognised in net income,
except for unrealized exchange differences in long-term intra-group balances, representing an extension of the related investment, are
recognised in shareholders’ equity under the caption "Other reserves”.

The financial statements of subsidiaries denominated in foreign currencies are translated to Euros, using the following exchange rates:

«  Assets and liabilities at exchange rates prevailing at the balance sheet date;

40 PT-Muttimédia



|
BE  Muttimedia

»  Profit and loss items at the average exchange rates for the reported period;

» Cash flow items at the average exchange rates for the reported period, where these rates are closer to the effective
exchange rates, or at the rate of the day of the transaction, for the remaining cash flow items, and

«  Share capital, reserves and retained earnings at historical rates.

The effect of translation differences from the conversion of financial statements denominated in foreign currency is recognised in
shareholders’ equity under the caption “Other reserves”.

o) Borrowing costs
Borrowing costs related to loans are recognised in net income when incurred.

The Group does not capitalise any bosrowing costs, even those refated to loans 1o finance the acquisition, construction or production
of any asset.

p} Cash flow statements

Consolidated cash flow statements are prepared using the direct method. The Group classifies all highly liquid investments purchased,
with original maturity of three months or less and for which the risk of change in value is insignificant, as cash and cash equivalents,
The "Cash and cash equivalents” item presented in the cash flow statement also includes a negative amount related to overdrafis,
classified in the balance sheet under "Short-term debt”.

Cash flows are classified in the cash flows statement according to three main categories, depending on their nature: (1) operating
activities; (2) investing activities; and (3) financing activities.

Cash flows from operating activities include collections from customers, payments to suppliers, payments to personnel and ather
coliections and payments related to operating activities.

Cash flows from investing activities include acquisitions and disposals of investments in associated companies and the receipsts and
payments from the sale and purchase of tangible and intangible assets..

Cash flows from financing activities include borrowing and repayments of debt, acquisition and sale of treasury shares and payments
of dividends to shareholders.

q) Subsequent events

Events that occurred after the balance sheet date that provide additional information about conditions that existed on that date are
considered when preparing the financial statements for the period.

Events that occurred after the balance sheet date that provide information about conditions that existed after that date are disclosed
in the notes (o the financial statements, if material.

r) Critical judgments and estimates

In preparing the financial statements and accounting estimates herein, management has made use of its best knowledge of past and
present events and used certain assumptions in relation to future events.

The most significant accounting estimates reflected in the consolidated financial statements as at 31 December 2006 are as follows:
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+  Useful lives of tangible and intangible assets;
*  Recognition of provisions, and

*  Adjustments for the accounts receivable.

Estimates used are based on the best information available during the preparation of consolidated financial statements, although
future unforeseeable events could occur and have an impact on the estimates. Changes to the estimates used by the management
that occur after the date of these consolidated financial statements are recognised in net income in accordance with 1AS 8, using a
prospective methodology.

The main estimates used by the management are described in the corresponding notes to the financial statements,

4. Errors, estimates and changes in accounting policies and estimates

During 2006 and 2005, there were no changes in the accounting policies used by the Group, when compared to the ones used in
preparing the financial statements of the previous year, which are presented for comparative purposes. In addition, the financial
statements for the years ended 31 December 2006 and 2005 do not include the recognition of any material errors related to previous
periods.

5. Exchange rates used to translate foreign currency financial statements

As at 31 December 2006, assets and liabilities denominated in foreign currency were transiated to Euros using the following exchange
rates published by the Bank of Portugal:

US dollar 1.317
Swiss Franc 1.6069
Brilish Pound 0.6715
Mozambique Metical 45

During 2006, profit and loss statements of foreign currency subsidiaries were translated to Euros using the following average exchange
rates:

Mozambique Metical 322

6. Revenues

Consolidated revenues in 2006 and 2005, are as follows:
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2006 2005

Services Rendered 621,135,411 582,908,275
Pay TV and Cable Internet business {i} 571,896,252 536,127,974
Cinema business (i) 35,065,284 32,489,898
Audiovisual business (iii) 13,918,888 12,936,581
Other 254,987 1.351,822
Sales 35,796,233 34,095,138
Pay TV and Cable Internet business (iv) 10,939,401 6,200,638
Avudiovisual business {v) 16,844,965 20,691,555
Cinema business (vi} 7,934,361 7,099,178
Other 71,506 103,767
Other operating revenues 9,551,226 11,452,940
Pay TV and Cable Internet business (vii) 8,105,854 9,337,537
Audiovisual business 1,035,036 1,345,481
Cinema business 358,287 493,099
Other 52,049 276,823
666,482,870 628,454,353

(i} This line item principally includes revenues related to (1) subscriptions for basic and premium pay TV services (cable and satellite);
(2) broadband Internet access services (Netcabo), (3) rentals of terminal equipment, including set top boxes {pay TV) and cable
modems (Internet access); and (4} advertising on pay TV channels.

(if) This line item primarily includes revenues from sales of tickets at the cinemas of Lusomundo Cinemas.

(iii) This line item primarily includes revenues relating to the distribution of films to other parties in the cinema exhibition business and
the production and sale of audfovisual content.

{iv) This line item primarily includes revenues related to the sale of terminat equipment. including set top boxes {pay TV) and cable
modems (Internet access).

{v) This line item primarily includes the sale of DVDs,

(vi} This line item primarily includes sales at concession stands at cinemas at Lusomundo Cinemas.

(vii)}This line item primarily includes marketing funds obtained from suppliers of equipment in connection with the digitalization of the
cable network.

7. Wages and salaries

In 2006 and 2005, this caption consists of:

2006 2005
Salaries 31,431,838 34,708,743
Empioyee benefits 6.350.563 6.718,537
Social benefits 850,318 778,047
Other 1,343,149 1,712,662

39,975,868 43,817,989

In 2006 and 2005, the average number of employees in PT Multimédia were 1,367 and 1,362, respectively. In 2006, wages and salaries
decreased primarily due to the reduction in the number of members of the Executive Committee.
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8. Direct costs
In 2006 and 2008, this caption consists of:

Programming services

Movies exhibition and distribution
Telecommunications

Shared advertising revenues (i)
Other (ii}
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2006 2005
148,988,130 136,340,545
25,136,277 23,387,836
13,764,506 32,967,425
7,723,878 5,874,805
7.424,980 765,737
203,037,111 201,336,349

(i) Revenues from advertising on pay TV channels are shared with the producers of content based on the terms of the contracts

agreed with these entities. This cost item corresponds to the proportion of these revenues attributable to the producers of content.

(ii) In 2008, this line item includes Euro 5.3 million relating to the cost of sales of television channels to other operators, which in 2005

amounted to Euro 4.9 million but were recorded in part in support services (Euro 4.2 million) and in part in supplies and external

services (Euro 0.7 million;,

9. Cost of products sold
In 2006 and 2005, this caption consists of:

Pay TV and Cable Internet business
Audiovisual business

Cinema business

2006 2005
13,696,426 10,077,823

1,616,846 1,621,312

1,494,889 1,494,013
16,808,161 13,199,148

The increase in the Pay TV and Cable Internet business is rmainly related to a change in the logistics process of TV Cabo. At the end of

20086, TV Cabo modified its logistics process, moving to direct supplying of terminal equipment distributors. This change led to an

increase in costs in this line item in the pay TV and Internet access businesses.
10. Support services and supplies and external services

In 2006 and 2005, this caption consists of:

Support Services

Call centers and customer care
Information systems
Administrative support and other

2006 2005

22,2423 14,519,318
15,443,342 12,642,617
16,546,403 13,150,987
54,232,116 40,317,922
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Supplies and External Services

Commissions

Maintenance and repair

Rentals

Specialized work

Communications

Installation and removal of terminal equipment
Other

11. Operating leases

O  Multimedia

2006 2005

21,745,991 14,538,972
20,346,503 20,102,357
16,447,444 15,180,915
12,838,947 17,162,748
11,136,119 11,454,615
7,448,993 8,955,667
18,172,069 15,992,573
108,136,065 103,392,846

As at 2006 and 2005 rental expenses payable under operating leases, primarily refating to vehictes and buildings, were recorded in the

amount of Euro 16,447,444 and 15,180,915, respectivatily.

12. Other costs, net
In 2006 and 2005, this caption consists of;

Reduction of the provision for estimated costs from the disposal of Lusomundo Media [Note 34)
Other costs, net

2006 2005

(B.017,195) -
3,877,319 {1,675,949)

(4.139,876) {1,675.949)

(i) In 2006, this caption includes Euro 5,732,777 related to the impact of the change in the estimated useful life of certain tangible

assets.

13. Equity in earnings of affiliated companies
In 2006 and 2005, this caption consists of:

Equity in earnings :
Lisboa TV
Cctal TV
Other companies

Losses (gains) on financial assets;
Warner Lusomundo Sogecable, SA
Other losses, net

14. Income taxes

2006 2005
{1.309,515) (1,600,268)
1,044,150 103,967
(100,580) 127,139
(2,300,001}
- 120,247
(365,944} (3,539,915)

PT Multimédia and its subsidiaries are subject to Corporate Income Tax ("IRC™) at a rate of 25% (22.5% for Cabo TV Madeirense and
17.5% for Cabo TV Acoreana), which is increased up to 10% through a municipal tax leading to an aggregate tax rate of
approximately 27.5%. As from 1 January 2007, the municipal tax wifl amount 1o a maximum of 1.5% of collectible profit, leading to a
maximum aggregate tax rate of 26.5%. The impact of this change in deferred taxes was recorded in 2006 in net income or directly in
accumulated eamings, in accordance with the way the respective deferred taxes were recorded. In calculating taxable income, to

Consolidated Report - 2006

45



R Multimedia

which the above tax rate is applied, non-tax-deductible amounts are added to or subtracted from book entries. These differences
between book and taxable entries can be temporary or permanent.

PT Multimédia adopted the tax consolidation regime for groups of companies, which includes all 90% or more owned Portuguese
subsidiaries, direct and indirect, that comply with the provision of Articte 63 of the Corporate Income Tax Law.

In accordance with Portuguese tax legislation, income taxes are subject to review and adjustment by the tax authorities for four years
fallowing their filing (five years for social security, and ten years for the contributions made before the year ended 31 December 2001)
. except when there have been tax losses, tax benefits have been granted or inspections or challenges refating to such matters are in
progress in which, depending on the circumstances, the deadlines are extended or suspended. Management believes, based on
information from its tax advisors, that any adjustment which may result from such reviews or inspections, as well as other tax
contingencies, would not have a material impact on the consolidated financia! statements as at 31 December 2006, except for the
situations where provisions have been recognised (Note 34}.

a) Deferred taxes

PT Multimédia and its invested companies recorded deferred taxes relating to the differences between the tax base and the accounting
base of assets and liabilities, as well as to reportable tax losses existing on the balance sheet date.

During 20086, the movements in deferred tax assets and liabilities was as follows:

Creation/(Reversion)

Balance as at 31  Deferred tax of Use of tax credits Other Balance as at 31
December 2005 the year {Note 23) December 2006
Deferred tax assets
Provisions / adjustments
Doubtful accounts receivable 7,720,852 (1,893,256} - - 5615683
Inventories 1,590,811 (38.703) - - 1,494,704
QOther 15977648 (6,868,476} - - B.777,830
Taxes loss camyforwards 89,602,308 4,032,948 {13,089,484) 6,912 73.229,713
114,891,618 (4,768,48T) {13,089,484) 6,912 89,118,029
Deferred tax liabilities
Reavaluation of fixed assets 33,282 (3,013} - - 29,169
114,858,336 (4,765,473) {13,089.484) 6912 89,088,860
fn 2005, the movements in deferred tax assets and liabilities were as follows:
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Deferred tax assets
Provisions / adjustments
Doubtful accounts receivable
Inventories
Other
Taxes loss carryforwards

Deferred tax liabilities
Revaluation of fixed assets

Deferred tax on gains

Balance as a1 1

Creation/(Raversion)

Changes in the

Deferred tax of

Use of tax credits

E
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Balance a5 at 31

consolidation Other

December 2004 perimeter the year {MNote 21) December 2005
3,746,247 (860.598) [855,142) . - 2,030,507
3,262,617 [3.227.419) 491,137 - 532,980
210211 (4,148,253} 2321713 - {460,858) 22,125,823
131,080,486 {8.909,622) (610.560) [32.178,518) 220,522 89,602,308
165,191,581 [17,145,907) (735.192) {32.178.518) {240.346) 114,891,618
229211 {2.235.362) (24.077) 33,282
585,266 [585,266) - - -
2,871,987 (2,820,628 {24,017) - - 33,282
162.313.594 (14,325.279 {711,115) {32,178.518) (240,346) 114,858.336

In 2005, the movements recorded in "Changes in the consolidation perimeter” refer essentially to the deferred tax assets and liabilities
of the Lusomundo Media group, disposed during 2005 (Note 15).

Deferred taxes assets were recognized depending on the likelihood of taxable profits in the future that can be used to recover tax

Iosses or deductible tax differences. This assessment was based on the business plans of Group companies, which are reviewed and

updated periodically.

i

According to Portuguese legislation, tax loss carryforwards may be used to offset future taxable incame for a subsequent six-year

period. As at 371 December 2006 and 2005, tax loss carryforwards of PT Muttimedia matured as follows:

2006
2007
2008
2009
2010
201

PT Multimédia based on its business plan, estimates that all there 1ax losses will be recovered.

Tax loss carryforwards of Sport TV (50%) are as folows:

2006
2007
2008
2009
2010
2m

Consolidated lie:o?)rt* 2006

2006 2005
- 18317897M
- 13455150
282.487.655 311.981.853
282.487.655 508.615.974
2006 2005
- 3,616,882
13,864,326 13.864,226
9,493,562 5,493,562
7.139,445 7,139.445
767177 767177
31.264.508 34,881,390
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In 2006 and 2005, the reconciliation between the nominal and effective income tax for the period is as follows:

Income before taxes
Statutory tax rate {including municipal taxes at a 10% standard)
Expected tax

Inicial tax loss carryforwards recorded from Sport Tv

Permanent differences

Use of tax loss camyforwards not recognized as deferred taxes in previous periods (a)
Differences in tax rate of the Azores and Madeira (b)

Change in statutory 1ax rate in Portugat { c)

Other

Incomne tax for the period

. Income tax-current (Note 23)
Deferved taxes

2006 2005

103,182,778 134,174,608
27.5% 77.5%
28,375,264 36,888,017

(2.604,419) .
(1.968,534) {1,587.535)

(1,725,247) -
(1,000,648) {309,526)

792141 -
53,841 782,254
29,051,589 35,183,210
28.2% 26.2%
16,364,785 34,472,005
12,686,904 M1
29,051,689 35,183,210

(a) This caption relates to tax ioss carryforwards not recognized as deferred taxes in previous periods.. In 2006, this amount relates to the use by PT

Muitimedia and Sport TV of tax losses that had not given rise to the recerding of deferred tax assets in prior periods.
(b) This caption retates to the impact of the different Corporate Incame Tax in Madeira (22.5%) and Azores (17.5%).
{c) This caption relates to the impact on deferred taxes of the change in the municipal tax to a maximum of 1.5% of collectable profit. as mentioned

above.
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15. Discontinued operations

The discontinued operatians relate to the results of Lusomundo Servigos and its subsidiaries, which constituted the media business.
The process of sale of this business started in February 2005 and ended in August 2005 after obtaining the necessary approvals.

The results of the discontinued operations were present on the 2005 statements of income under "Net income from discontinued

operations” and are as follows:

2005
Revenues 96,851,991
Operating costs 97,840,025
(988,034)
Losses / (gains) on disposals of fixed assets and other items (250
Income before financials results, taxes and minority interests (987.784)
Interest and other financiat expenses, nat 2,193,922
Income before taxes and minority interests (3,181,706}
Income taxes (554,084)
Income from discontinued operations before minority interests (3,735,790}
Capital gain on the disposal of tusomundo Servigos 17,786,264
Income and gains from discontinued operations before minority interests 14,050,473
Minority interests (1.277,434)
Net income and gains from discontinued operations (Note 18} 15,327,968
16. Minority interests
During 2006 and 2005, the movements in minority interests were as follows:
Balance as at 31 Acquisltions Incoma / {loss) Dividends Balance as at 31
Dacamber 2005 Dscembasr 2008
Cabo TV Madeirense (a} 6,531,728 (554,849} 2,004,571 {1,767,000) 8,264,680
Cabo TV Agoresna 2,251,968 . 731,849 (705,556) 2,278,201
Grafime 726,300 - 157,313 (44,440) 842,253
Other 41235 - 348 - 41,584
9,554,311 (504,619) 2,584,083 {2,516,996) 9,426,778
{a) In the second half of 2006, TV Cabo Portugal acquired 2.74% of Cabo TV Madeirense (Exhibix 1.1).
Changes In the
Batanco as at 31 Incoma [ (loss) consolidation Dividends Balance &3 al 31
Decembar 2004 perimetsr Decembar 2005
Cabo TV Madeirense 6,056,156 1,851,972 - {1,376,400) 6,531,728
Cabo TV Agoresna 2,019,394 708,916 . {477,342 2,251,068
Lusomunda Media 2,342,485 (1,301,482) {1,041,003) - -
Grafime 662.344 11,478 - (44,442} 720,380
Other 117,747 227 (76.739) - 41,235
11,198,128 1,372,111 11,117,742) {1,898,184) 9,554,011
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On 18 April 2006, the Annual General Meeting of Shareholders approved the proposal of the Board of Directors to distribute a
dividend of 27.5 euro cents per share relating to year 2005, Accordingly, dividends amounting to Euro 85,001,627 (Note 36) were paid

in 2006.

18. Earnings per share

Basic earnings per shase for the years 2006 and 2005 were computed as follows:

2006 2005

Income from continued operations, net of minority interests (1) 71,147,006 96,341,792
tncome from discontinued operations, net of minority interests (2) - 15,327,968
Net income considered in the computation of the diluted earnings per share 3 11,147,006 111,668,760
Weighted average common shares outstanding in the period 4) 305,096,828 309,096,828
Basic earnings per share from continued operations (1)) 0.23 0.31
Basic earnings per share from discontinued operations (2)/(4) 0.00 0.05
Basic earnings per share from total operations (3)/(4) 0.23 0.36
As at 31 December 2006 there were no dilutive effects.
19. Cash and cash equivalents
As at 371 December 2006 and 2005, this caption consists of:

2006 2005
Cash 580,679 1,948,142
Deposits 29,890,937 30,413,221
Term deposits 8,356,395 9,007,853
Financial investments(i) - 35,347,546

38.828.011 76,716,762

(i} As at 37 December 2005, this caption includes an amount of Euro 35,000,000 related to cash applications with Portugat

Telecom (Note 39).
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20. Accounts receivable - trade
As at 31 December 2006 and 20085, this caption consists of:

2006 2005
Current accounts receivable - trade:

Accounts receivable from custormers (i) 94,759.426 75,788,017
Doubtful accounts receivable 63,614,275 47,222,368
Related parties (Note 39) 4,218,903 4,265,838
Unbilled revenues 237,10 1,478,659
Other (1) 3,124,115 3,034,027

168,087,821 137,785,909
Adjustments for doubtfull accounts receivable - trade (62,631,356) (48,257,063)

105,456,464 89,532,846

{i) In 2008, the increase in accounts receivable is primarily related to the change in the date for payment of the monthly
invoice of TV Cabo in order to improve the process of collections, which delayed the receipt of Euro 16 million to January of
2007, _

(i) This amount includes about Eure 3 million related to 50% of the accounts receivable of Sport TV that were not eliminated
in the proportional consolidation of that entity.

21. Accounts receivable - other

As at 31 December 2006 and 2005, this caption consists of:

2006 2005
Advances to suppliers (i) 42,586,374 33,325,047
Unbilled revenues 2,160,296 1,026,722
Related parties (Note 39) 2,076,310 2,711,697
Cther (i) 9,689,367 9,918,975
56,512,346 46,982,441
Adjustments for ather accounts receivable (Note 32) {444,432) {144,236)
56,067,915 46,838,205

(i) Advances to suppliers refates primarily to advances for the acquisition of copies of films by Lusomundo Audiovisuais,
in¢luding minimum guarantees.

(iv) This amount includes approximately Euro 62 thousand relating to 50% of accounts receivable of Sport TV that were not
eliminated in the proportionat consolidation of that entity.

As of 31 December 2006 and 2005, non-current accounts receivable related entirely to advances for film exhibition rights,
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22. Inventories

As at 31 December 2006 and 2005, this caption consists of:

2006 2005
Pay TV and Cable Internet business 18,286,130 21,063,743
Set top boxes 8,037,616 12,161,970
Cable modems 9,415,111 6,538,693
Smart cards 1,371,341 2,201,003
Accessories 462,122 162,076
Audiovisual business 2,342,951 3,897,651
DVDs 2,342,951 3,897,651
Cinema business 222,146 147,094
Concession products 222,146 147,094
Other 612,120 712,385
22,463,406 25,820,873
Adjustments for obsolete and slow moving inventories (Note 34} (7,555,757) (6,865,790
14,907,649 18,955,083
23. Taxes receivable and payable
As at 37 December 2006 and 2005, this capticn consists of:
2006 2005
Receivable Payable Receivable Payable
Value added tax 1,086,154 8,417,706 5,444,488 3,584,042
income taxes 4,243,361 3,694,636 4,307,857 3,692,543
Social security contributions - 680,292 - 648,052
Personnel income tax withholdings - 428,801 - 397,57
Taxes in foreign countries - 452 - 2,150
Other 1,124,979 183,124 1,115,823 122,262
12,454,494 13,406,011 10,868,168 8,446,620
As at 31 December 2006, the net balance of the caption "Income taxes” is composed as foltows:
Taxes receivable 4,243,361
Taxes payable (3.694,636)
548,725
Current income taxes on the balance sheet {i) {3,327,266)
Payments on account (i} 3,323,355
Witholding income taxes 258,681
Incomne taxes to reclaim from 2004 293,955
548,725
(i The current income tax expense was recorded in the following captions:
Tax loss carryforwards used in the year (Note 14) 13,089,484
Income taxes (Note 14) (16,364,785)
Other {51,965)
(3,327,266)
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(ii) This ¢aption includes the amount of Euro 2,230,329 related to payments on account paid by Cabe TV Madeirense and Cabo TV Acoreana.

24. Prepaid expenses

As at 31 December 2006 and 2005, this caption consists of:

2006 2005
Sport exhibition rights 21,731,063 18,145,515
Distribution rights of audiovisual content 2,781,535 2,635,871
Programming costs 1,916,680 3817498
Specialized work 1,762,509 1,128,090
Rentals 1,123,108 1,363.970
Other 338,120 935,016

29,653,015 28,025,960

25. Other current and non-current assets

As at 31 December 2006 and 2005, these captions primarily incfude accounts receivable from QTE transactions, as described in Note
3,j).(ix), as follows and cne eligible as follows:

2006 2005
Short-term 2,126,631 2,055,544
2008 and following years 17,007,585 19,134,216
15,134,216 21,189,760
26. Investments in group companies
As at 31 December 2006 and 2005, this caption consists of:
2006 2005
Investments in group companies 5,222,502 6,461,749
Goodwill, net of impairment losses 586,146 768,114
Loans granted to associated companies 12,500,000 17,500,000
18,308,648 24,729,863
As at 31 December 2006 and 2005, the caption "Investments in group companies” consists of:
2006 2005
Lisboa TV 3534313 3,865,964
Distodo 865,757 757.826
Empresa de Recreios Artisticos 515,936 567,539
Octal 151,269 1,195,419
Other companies 95,227 75,001
5,222,502 6,461,749
As at 31 December 2006 and 2005, the caption "Goodwil), net of impairment losses” consists of:
2006 2005
Distodo 586,146 586,146
Other companies - 181,968
586,146 768,114
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As of 31 December 2006 and 2005, the loans granted to associated companies relate entirely to Sport TV. [n connection with the
agreement entered into with the other shareholder of Sport TV, PT Multimedia granted additional loans to Sport TV that were not

matched by the other shareholder. These |oans are being transferred to the other shareholder in accordance with an established plan.
As of 31 December 2006, the additional lpans subject to reimbursement totalled Eura 12.5 million, such that in the proportional

consolidation of Sport TV, 50% of this amount we eliminated.

27. Other investments

As at 31 December 2006 and 2005, this caption consists of:

2006 2005
Cypress/Spyglass (Note 42) {i) 3,016,754 3,016,754
Other companies 91,043 91,043
3,107,797 3,107,797
Adjustments to other investments {Note 34} {3,076,930) (3,076,930
30,867 30,867
(i) The company has recorded a provision for the entire amount of these investments.
28. Intangible assets
During 2006 and 2005, the movements in intangible assets were as follows;
Balance as 4l Foreign currency Fransfers, Balance as at
31 Deternber translation write-offs and 31 December
2005 Increases adjustments others 2006
Cost
Industrial properties and other rights 244,908,285 32,059,827 {76} 637,704 271,605,740
Goodwill 77,146,412 1,267,554 - {545,906) 77,868,060
In-progress intangible assets 150,675 391,876 {265,357) 277,154
Advances on account 1,500,000 - - {1,500,000) -
323.705.372 33.719.257 (76} {1.673.559) 355,750,994
Accumulated depreciation:
Industrial property and other rights 29,302,398 42,864,435 (76) (31.3@1 72,135,397
294,402,974 {9,145.178) - {1.642,195) 283,615,597
Balanca as at Changes in tha Foreign currency Transfers, Balance as at
31 December consotidation {ranslation write-offs and 31 December
2004 perimatar [ncreases adjustments others 2005
Cost:
Industrial properties and other rights 146,841,058 {4,042,063) 102,136,040 {44) 3.254 244,908,285
Goodwill 188,276,061 (109,729,440) - - (1.400,211) 12,146,412
In-progress intangibles assats 560,295 - 215,828 (625,448) 150,675
Agvances on account - - 1,500,000 1.500,000
Other intangible assats 133,728 {133,728) - - - -
335,781,384 {113.905.231) 103.851.858 {44) {2.022.405) 323.705.372
Accumutated depreciation:
Industrial property and other rights. 16.649.920 {3.01 3.39_1_5)_ 131.587.043 {44} 2.079.372 29,302.398
319,131,264 (110,891,338} 90.264,825 - {4,101,777) 294,402,974

The changes in the consolidation perimeter during 2005 are mainty related to the intangible assets of Lusomundo Media, which was

sold in 2005 (Note15).
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As at 31 Decernber 2006, the caption "Industrial property and other rights” primarlly includes the following items:

(a) Euro 131,823,915 related to rental contracts for sateliite capacity signed by TV Cabo, which expire in 2016 and were recorded as

capital leases.

{b) Eurc 46,836,144 related to a contract entered into at the end of 2005 between TV Cabo Portugal and PT Comunicacoes for the

exclusive right to use network capacity for the distribution of cable television signals for the period of 2006-2008.

{c) Euro 15,212,077 related to the allocation of the purchase price of an additional interest in Sport TV to the fair value of

broadcasting rights held by Sport TV under a contract with PPTV relating to the matches of the Portuguese football league for the

seasons from 2004 to 2008.
{d) Euro 5,691,119 related to software licenses.

As at 31 Decermnber 2006 and 20085, the goodwill related to subsidiaries was as follows:

Lusomundo Audiovisual
Lusomundo Cinemas
Other (i)

2006 2005
52,164,339 52,164,339
24,436,167 24,436,167

1,267,554 545,906

77,868,060 77,146,412

(i) As at 31 December 2006, this goodwill was generated in the acquisition of an additional stake of 2.74% in Cabo TV Madeirense.

For impairment analysis purposes, goodwill was allocated to cash generating units, which correspond to businesses operated by PT

Multimedia. The Board of Directors, based on estimated cash flows for those businesses, discounted using the applicable discount

rates, has concluded that as at 31 December 2006 and 2005, the book value of financial investments, including goodwill, does not

exceed its recoverahle amount

During the years 2006 and 2005, no events occurred that indicated impairment losses on intangible assets.

29. Tangible Assets

During 2006 and 2005, the movements in tangible assets were as follows:

Balance as at Foreign currency Balance as at
31 December translation 31 December
2005 Increases adjustments Other 2006
Cost:
Land 1,064,243 1,471,817 - - 2,536,060
Buildings and other constructions 30,969,513 10,330,395 {106,720} 496,293 41,689,480
Basic equipment §49,308,350 68,698,809 {20.787) {25,920,44E) 592,065,927
Transportation equipment 6,898,740 1,357,834 (27172} (1,534,02%) 6,719,774
Tools and dies 231,360 11,256 (727) {1.820) 240,069
Administrative equipment 47,725,51¢ 8,347,732 (11,542) 4,437,698 60,499,407
Other tangible assets 14,363,601 2,785,365 {2.153) 175,789 17,322,602
In-progress tangible assets 5,873,548 7,890,597 {2,305) {6,204,006) 1.5567.835
Advances to suppliers of assets 1,185,332 {559,977} - 38527 661,882
657,620,206 100,333,829 {147,008) (28,511,952} 729,295,036
Accumulated depreciation:

Buildings and other construction 12.549.283 1,835,735 (14,651) 83773 14,454,140
Basic equipment 338,274,442 45,669,411 {11,783) (24,594,821) 360,337,269
Transportation equipment 4,006,880 1,263,232 {1.632) {1,255,277) 4,013,203
Tools and dies 186,124 15,834 {120 [1.691) 199,540
Administrative equipment 29,834,248 8,853,100 {6,433) (363.085) 38.317.829
Other tangible assets 12,994,180 1,000,376 (1,902) £98,027 14,690,691
391,845,167 59,6371 N7 {37,139) (25,433,074) 432,012,671

259,775,039 40,696.112 {109,B68) (3,078,918) 297,282,365
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Balznce s at Changes in the foreign currency Balance as st
31 December cansalidation transiation 31 December
2004 perimeter Increases adjustments Other 2005
Cost:

Land 20,305,588 (19,241,345) . B - 1,064,243
Buildings and other constructions 99,379,784 (69,989,843} 1,579,444 (61.098) 61,326 30,969.513
Basic equipment 546,680,037 (52,792,891} 55,185,873 (11,947 47,278 549,308.350
Transportation equipment 8,049,835 (2,518,802) 2015614 (1.587) [706,72C) 6,898,740
Tools and dies 489,132 {270,522) 20,350 (416) (7.384) 231.360
Administrative equipment 18,521,960 (5,588,139} 14,555,839 (5,608) 242,467 47725519
Other tangible assets 18,345,252 (5,758,213) 2,028,454 (795) (252.097) 14,363.601
In-progress tangtble assets 460,114 {145,549) 4,854,820 (208) {296.131) 5.873,548
Advances to suppliers of assets 26,088 {26,088) 1,185,332 - - 1,185,332

733.258.59¢ (156,331,192} 51,686.726 (82,657} (911,261) 657,620,206

Accumutated depreciation:

Land 1,825 {11,825} - - - -
Buitdings and other canstruction 67,927,649 (56,873,623} 1,511,555 (6,713) {9,665} 12,549,283
Basic equipment 340,608,229 {37,920.056} 36.080,198 (5301 {498,628) 338,274,442
Transportation equipment 4960974 {1,560.643) 1195575 (514) {589.512) 4.006.880
Tools and dies 361,857 (185,316} 17,170 (4186) (LAl 186,124
Administrative equipment 27,566,555 {4645,020) 6.784,985 (2,338} 130,064 29,834,248
Other tangible assets 14,107,034 {1,545,852} 2,731,085 (767) (2,299.310) 12,994,190

455,544,123 {102,741,235) 40,332,568 {16,067) (3.274,222) 397,845,167

277,114,467 {53,509,857) 33,354,158 {56.590) 2,362.961 259,775,039

The changes in the consolidation perimeter in 2005 are mainly due to the tangible assets of Lusomundo Media, which was disposed of
in 2005 (Note 15).

The following situations regarding tangible assets should be mentioned:

(a}) Euro 210 million of basic equipment relating to customer networks and cable television distribution networks are installed on the
property of third parties or in the public domain,

{b) In previous years, TV Cabo entered into QTE lease contracts, which consisted of the sale of certain telecommunications equipment
to foreign entities. Simultaneously, those entities entered into leasing contracts with special purpose entities, which made
conditional sale agreements to sell the related equipment 1o TV Cabo at an amount equivalent to the initial sales price, TV Cabo
maintained the legal ownership of this equipment, continuing to be able to sell or substitute any equipment. These transactions
correspond to a sale and lease-back and, accordingly, the sale of the equipment was not recorded and the equipment continued to
be included in the Cormpany's consolidated balance sheet.
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30. Loans
As at 31 December 2006 and 2005, this caption consists of:
2005
Short-term Long-term Short-term Long-term
Bank loans:
Loans (i) 14,000,000 17,500,000 4118411 34,592,053
Equity swaps over ownshares(Note 36.3) 9,001,900 . - 8,520,000 -
Other loans:
Internal loans (i) 34,629,380 - - -
Leases 1,174,417 1.861,921 1,225,476 1,935,483
Rental contracts for telecoms capacity (i) 32,850,061 154,602,165 30,365,829 166,555,115
91,655,758 173,964,086 44,229,716 203,082,651

(i} As of 31 December 2006, this amount relates to a loan obtained by Sport TV in the amount of Euro 31,500,000, which accrues
interest at a 3-month Euribor rate plus a spread of 0.875% and matures in 2009.

(i) As of 31 December 2006, this line item includes a short-term loan granted by Portuga! Telecom to PT Multimedia in the

amount of Euro 34,144,380 (Note 38).

{iiiy  This line item relates to cantracts for the acquisition of capacity entered into by TV Cabo (Note 28), with an amount of Euro

140,041,344 as of 31 December 2006 relating to contracts for the acquisition of exclusive capacity from satellites and an

amount of Euro 47,410,882 (Note 39) relating to contracts for the acquisition of rights to use capacity on the distribution

network for cable television signals.

31. Accounts payable

As at 31 December 2006 and 2005, this caption consists of:

Accounts payable - trade - current:
Suppliers and other
Related parties {Note 39)
Advances from customers
Other (i)

Accounts payable - ather - current:
Fixed asset suppliers and other
Related parties (Note 39)

2006 2005
89,147,075 89,838,389
58,742,694 60,118,319

2,118,332 1,561,601

8,786,037 8,999,835

158,794,138 160,518,144
23,192,240 13,803,150

5,855,967 14,076,547

29,048,207 21,879,697

{ity This amount is related to 50% of accounts receivable of Sport TV net eliminated in the process of proportional

consalidation.
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32. Accrued expenses

As at 31 December 2006 and 2005, this caption consists of:

B Multimedia

2006 2005
Programming costs 12,451,170 15,731,195
Exhibition rights 11,832,486 11,279,759
Support services - Qutsourcing 8,430,849 4,461,006
Vacation pay and bonuses 1,195,168 6,136,916
Advertising 2,803,027 987,608
Interest to be paid 2,370,321 406,466
Supplies and external services 1,555,289 1,592,405
Other accrued expenses 4,361,665 3,198,330
50,999,975 43,794,775
33. Deferred income
As at 31 December 2006 and 2005, this caption consists of:
2006 2005
Advance billing 1,488,451 6,680,932
Other 131,781 857,894
1,620,232 7,538,826
34. Provisions and adjustments
During 2006, the movements in this caption were as follows:
Balance as at Balance as at
31 December Other 31 December
2005 Increases Decreases maovements 2006
Adjustments
Accounts receivable (Notes 20 and 21) 48,401,299 15,685,452 {935,831) (75,132) 63,075,788
Inventories (Note 22} 6,865,790 1,368,222 (1,874,213} 1,195,958 1,555,757
Investments (Note 27) 3,076,930 - - 3.076,930
58,344,019 17,053,674 {2,810,044) 1,120.826 73,708,475
Provisions
Taxes (Note 14} 1,101,581 - (158,326} 943,255
Legal actions - 137,000 - - 137,000
Other (i} 44,277,254 634,217 (12,984,433) {20,602,820) 11,324,218
45,378,835 711,217 (13,142,759) (20,602,820} 12,404,473
103,722,854 17,824,891 (15,952,803) {19,481,994) 86,112,948

(i) In 2006, other movements includes primarily (1) use of the provision for the digitalization of the TV Cabo network in the
amount of 10,295,804, and (2) the reversal of the remaining provision related to the disposal of the Lusomundo Media in the

amount of Euro 9,802,805.
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Balance as at Changes In the Balance as at
31 December conselidation Other 31 December
2004 perimeter Increases Decreases movements 2005
Adjustments
Accounts receivable (Notes 20 and 21) 46,412,828 {9,586,814) 17,576,826 {6,434,870) 433,329 48,401,299
Inventories (Note 22) 16,492,349 (11,736,143) 2,642,180 (532,585) (1) 6,865,790
Investments {Note 27) 3.076,933 - - - {3} 3,076,930
65,982,111 (21,322,957} 20,219,006 {6,967,465) 433,324 58,344,013
Provisions
Taxes {Note 14) 4,050,743 (3,343,758} 105,427 - 289,169 1,101,581
Legal actions 1412579 (908,579) - {504,000) T -
Other 57,045,604 {6,819,640) 17,820,000 (9.640.637) (14,128,152} 44,277,254
62,509,006 (11,071.877) 17,925.427 10,144,637) (13,838,984} 45,378,835
126,491,117 (32,394,934} 38,144,433 17,112,102) {13,405,659) 103,722,854
As at 31 December 2006 and 2005, the caption “Provisions-Other”, consists of:
2006 2005
Contingencies - other 5,480,510 10,804,780
Asset retirement obligation {Note 3.e)) 3,205,176 3,088,385
Digitalization of TV Cabo Portugal distribution natwork (i} - 10,295,804
Disposal of Lusomundo Servigos (ii) - 17,820,000
Other 2,638,532 2,268,285
11,324,218 44,277,254
(i) This provision for the digitalization of the TV Cabo network was recorded in previous years to cover costs related to a plan approved
by PT Muitimedia to replace the analogue premium service of TV Cabo with a digital offer. This provision was fully used by 31
Decernber 2006.
Gi) Following the disposal of the Lusomundo Media business in August 2005, the Company recorded a provision of Euro 17.820.000 to

tover certain guarantees provided to the buyer pursuant the sale and purchase agreement. During 2006, the Company concluded its
negotiations with the buyer for an amount of Euro 9,802,805 to be paid under the terms of the sale agreement. Accordingly, the
rematning amount of Eure 8,077,195 was reversed {Note 12).

The increases in provisions and adjustments in 2006 and 2005 were recognised in the income statement as foltows:

2006 2005
Provisions and adjustments 16,018,798 17,682,253
Costs of products sold 1,368,222 2,642,180
Other (i 437,87 17,820,000
17,824,891 38,144,433
(i) In 2008, this caption includes the recognition of Euro 17,820.000 to cover certain garantees provided ta the buyer in the sale and

purchase agreement. This cost was deducted from the capital gain generated by the disposal of Lusomundo Media (Note 15} to

reflect future obligation assumed under the sale contract.
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The decreases in these captions in 2006 and 2005 were recognised in the income statement as follows:

2006 2005
Provisions and adjustments 2,462,734 1,779,507
Costs of products sold 1.874.213 532,585
Other costs, net {Nete 12) 8,017,195 -
Other 3,598,661 8,800,000
15,952,803 17,112,102
In 2006 and 2005, the profit and loss caption "Provisions and adjustments” consists of:
2006 2005
Increases in provisions and adjustments for doubtful receivables and other 16,018,798 17,682,253
Decreases in provisions and adjustments for doubtful receivables and other (2,462,734} (7,779,507
Direct write-off of accounts receivable 2,584 447
Collections from accounts receivable which were previously written-off (1,330} {1,085}
13,557,318 9,902,107

35. Other current and non-current liabilities
As at 31 December 2005 and 2004, these captions refer to the amounts outstanding under QTE transactions, as described in Note
3j).(ix).

36. Shareholders’ equity
36.1 Share Capital

The Annual General Meeting of 19 April 2006 approved a share capital increase of Euro 173,094,224 and a subsequent share capital
reduction of Euro 219,458,748, The share capital increase was effective on 12 May 2006 through the incorporation of capital issued
premiums, legal reserves and reserves for treasury shares. The share capital reduction was effective 13 September 2006 through the
transfer of that amount to "Accumulated earnings”. Following these transactions, PT Multimedia's fully subscribed and paid-up share
capital as at 31 December 2006, amounted to Eure 30,096,683 and is represented by 309,096,828 shares with a nominal value of ten
cents each with the following distribution:

« 308,994,828 ordinary shares; and
* 102,000 Ctasss A shares.

All the Class A shares are held by Portugal Telecom. In accordance with Portugal Telecom's Articles of Association, the Class A shares
have special voting rights that alfow the holders, by majority vote of that class of shares, to veto certain actions of the shareholders of
PT Multimeédia, namely the following:

¢ Election of one third of the Directors, including the Chairman of the 8gard of Directors;

« Election of the officials of the General Meeting of Shareholders and of the sole auditor;
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» Determining the application of the results of the period; and

e Amending the bylaws, including the provisions relating to share capital increases.

36.2. Capital issued premium

This caption resulted from premiums generated in capital increases made by PT Multimedia. According to Portuguese law applicable to
companies listed on stock exchanges under the supervision of Comissao do Mercado de Valores Mobiliarios ("CMVM®, the Portuguese
securities and stock exchange regulator), these amounts can anly be used to increase share capital or to absorb accumulated losses
{without it being necessary to first use other reserves). This amount cannot be used to pay dividends or to acquire treasury shares, The
total capital issued premium was used in the share capital increase effective on 11 May 2006, as approved at the Annual General
Meeting of 19 April 2006.

36.3. Treasury shares

As of 31 December 2006, PT Multimedia had contracted equity swaps on 925,000 of its own shares with a value of Euro 9,001,900
(Note 30), which allow PT Multimedia to choose between cash settlement and physical settlement, the latter permitting PT
Multimedia to acquire the shares in question. In accordance with IFRS (JAS 32), these instruments should be recognized as the
effective acquisition of own shares, and a financial liability should be recorded in an amount equal to the notional amount of the

contract.

36.4. Reserves

Reserve Legal

Portuguese law and PT Multimedia's byfaws provide that at least 5% of each year's profits must be allocated to a legal reserve untit
this reserve equals the minimum requirement of 20% of share capital. This reserve is not available for distribution to shareholders,
except in the case of the liquidation of the company, but may be capitalized or used to absorb losses, once all other reserves and
retained earnings have been exhausted. A portion of legal reserve amounting to Euro 12,631,736 was used in the share capital increase
effective on 12 May 2006, as approved at the Annual General Meeting of 19 April 2006.

Other reserves

During 2006 the movements occurred in “Other reserves” were as follows:

Reserves for
Free Reserves Other Reserves cancelled treasury Total
shares

Balance as at 31 Dacember 2005 808,847 ' - 1,174,257 1,983,104
Share capital increase - - (1,174,257} (1.174,257)
Share capital reduction 219,458,748 - - 219,458,748
Earnings of subsidiaries (i) - 25,819,670 - 25,819,670
Other movements 456,412 - - 456,412
Batance as at 31 Decernber 2006 220,724,007 250819,670 - 246,543,677
(i) This caption includes basically earnings from Cabo TV Madeirense and Cabo TV Acoreana.

Consolidated Report - 2006 61



i Muoltimedia

37. Guarantees and Financial Commitments

As at 31 December 2006 and 2005, the Company has presented guarantees and comfort tetters to third parties, as follows:

2006 2005

Bank guarantees given to other entities
Suppliers (a) 6,744,914 5,706,088
Tax authorities (b} 1,854,571 1,790,128
Other . 2,456,258 599,273
11,055,743 8,095,489

Comfort letters given to other entities:
Sport TV (c) 35,000,000 40,271,952
Other 666,666 666,666
35,666,666 40,938,618

(a) As at 31 December 2006, this amount refers mainly to Euro 5,044,823 related to bank guarantees granted to lessors of movie theatres located in

shopping centers and Euro 1,355,131 in guarantees granted to international satellite operators.

{b) As at 31 December 2006, this amount relates to guarantees granted to tax authorities arising from tax proceedings contested by the Company and

its subsidiaries.

{t) On December 31, 2008, this amount represented the total coverage of the sureties and comfort letters provided to Sport TV by the shareholders

far the guarantee of loans obtained by the company, since the responsibility of the shareholders is joint for the total amount of the loans. This

amount inclides a joint guarantee with Sportinvest {the other shareholder of Sport TV in conjunction with PT Contéudos) up to a sum of 70

million as a guarantee of financing granted by a financial Institution to that company, obtained for the acquisition of rights for broadcasting

Superliga de Futebat (Portuguese Foatball Superleague) games during the time periods of 2004—2005 to 2007—2008.

As at 37 December 2006, in addition to the financial obligations recorded on the balance sheet, the Company had assumed

commitments in the ordinary course of business for the purchase of basic equipment for TV Caba Portugal and content amounting to

approximately Euro 38.5 miltion and Euro 43 milkion, respectively.

62

PT-Multimédia



38. Statements of cash flows

Multimedia

The consalidated Cash Flow Statement has been prepared in accordance with |AS 7. The following matters are described as follows:

381 Cash receipts resulting from financial investments

The caption "Cash receipts resulting from financial investments” includes the following:

Loans granted:
PT SGPS
Lusomundo Media
Mundifun
Empresa de recreios Artisticos, Lda

Disposat of financial investments
Lusomundo Media
Outros

Addition paid in capital granted:
Sport TV

38.2. Cash receipts from dividends

The caption “Cash receipts resulting from dividends” includes the following:

Lishoa TV
Distodo

383 Payments resulting from financial investments

The caption "Payments resulting from financial investments” includes the following:

Payments resulting from financial investments:
Distodo
Cabo TV Madeirense

Payments resulting from loans granted:
PT SGPS
Lusomundo Servigos
Mundifun

Consolidated Report - 2006

2006 2005
- 77.000,000
- 28,681,140
- 13,686
485,000 -
485.000 105,694,826
- 143,782,067
3,200,811
- 146,982,878
3.975,469 -
4,460,469 252,677,704
2006 2005
1,641,167 906,861
201,895 125,222
1,843,062 1.032.083
2006 2005
- 1,200,000
1862172 -
1,862,172 1,200,000
- 45,000,000
- 11,890,768
- 216,000
- 57,106,768
1,862,172 58,306,768
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38.4. Receipts from loans cbtained

The caption "Receipts resulting from teans obtained” includes the following:

2006 2005
PT SGPS 34,144,380 134,951,029
Other 870,136 3,710,879
35,014,516 138,661,908
38.5. Payments resulting from loans repaid
The caption "Payments resufting from loans repaid” includes the following:
2006 2005
PT SGPS - 202,208,290
Other B,459,559 7,921,407
’ 8,459,659 210,129,697
38.6. Detail of cash and cash equivalents
As at 31 December 2006 and 2005, the detail of cash and cash equivalents was as follows:
2006 2005
Detail os cash and cash equivalents:
Cash 580,679 1.948,142
Bank depasits 38,247,332 35,421,074
Cash equivalents - 35,347,546
cash and cash equivalents: 38,828,011 76,716,762
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39. Related Parties

Balances and transactions between PT Multimédia and other comparnies In the PT Multimédia Group were eliminated in the
cansolidation process and are not disclosed in this note. Balances and transactions between Group and related companies were as

follows:
Sales and services renderasd Expenses and services obtalnod Interests incomea Interests expenses
Transactions 2006 2005 2006 2008 2006 2005 2006 2008
PT Comunicasdes 1,215,118 1,074,069 21,271,518 108,316,422 - - 1,188,608 -
Portugal Telecom 13,029 347580 90813 1.077.737 450,550 367.582 472,957 1.921.687
PT Contact 374,706 93482 150234717 9,087,284 - - - -
PT P 15.294 11.592 11,005,510 5,290,841 - - - -
Octal TV 342,089 - 2.996.923 430.828 - - - -
Lisboa TV - - 18,143.69 12,940,436 - -
PTSI 21,903 - 10,110,566 5,806,994 - - - -
Other companies 1,063,028 369,714 5944828 3,409,542 - - 11,380 25,704
3,045,768 1,886,437 85,587,002 147,260,086 460.550 367,582 1,672,943 1,947,301
Accounts recetvabie Atcounts payable Loans cbtained Loans granted
Balanca 11,12.2008 31.12.2005 31.12.2006 31.122006 31.12.2006 31.12.2005 31.12.2006 31.12.2005
PT Comunicatdes 2,187,937 1,791,965 21,524,228 26,526,679 7,410,882 65,660,531
PT Pro 456,155 1,277.286 B748831 5,760.090 - - - -
Portugal Telecom 245,644 1,043,072 1,821,567 5,654,652 34,144 360 - - 15,000,000
PT S 471885 418,048 5922942 B,418,952 - - - -
PT Contact 189,468 121,663 4,954,993 4,010,101 -
Lisboa TV 2472 2472 6,045,831 3B67.813
Octal TV 421,562 - 1466314 9,228,737
Other companies 2,315,889 217,029 8.113.951 9.926.842
6,295,213 6,572,535 54,598,662 74,194,866 81,555,262 65,660,521 - 35,000,000

TV Cabo Portugat and PT Comunicagdes entered into contracts for the exclusive right to use network capacity for the distribution of
cable and Ethernet television signals for the period of 2006-2008, for the total amount of approximately Euro 70 million.

The terms and conditions in agreements entered into between PT Multimédia and related parties are substantially the same as those
that would be reflected in agreements between independent entities in similar transactions.

In 2006 and 2005, the remuneration of members of the corporate bodies of PT Mutlimédia was as follows:

2006 2005
Fined Variable Fixed Variable
Executive Committee (a) 799,512 310,000 727,813 440,000
Non-executive board members {b) 498,028 - 64,226 -
Supervisory Board 35,000 - 31,000
General Meeting of Sharehaldres 3,772 - 2,625 -
936,312 310,000 825,664 440,000

(8) Variable remunerations ere relaled to performance bonuses which were granted lo the executive board members in 2006 and 2005, relating to their
performanca in 2005 and 2004, respectively.
(b) In 2006, this amouni includes Euro 35,331 of retroactive adjustments.

The amounts listed in this note de not include remuneration relative to executive administrators of PT Multimédia who perform
administrative functions in other companies in the Group and are remunerated by such companies.

In 2006 and 2003, fixed remuneration of key employees of the PT Multimedia management amounted to Euro 721,816 and Euro
1,404,022, respectively, and variable remuneration amounted to Euro 433,500 and Euro 715,816, respectively.
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Sport TV was consolidated using the proportional method for purposes of presentation of the financial statements. The detail of
assets and liabilities, as well as revenues and net income of Sport TV that was proportionally consolidated (50%) as at 31 December
2006 and 2005 was as follows:

2006 2005

Current assets 48,931,781 46,396,318
Tangibte assets 6.681.233 1,879,868
Deferred taxes 2,611,331 -
Other non-current assets 9,770,075 14,844,641
Total assets 67,994,420 63,120,827
Current liabilities 41,978,242 24,913,021
Long-term debt 17.500.000 34,592,053
Other non-current liabilities 56,453 33,628
Total liabilities 59,534,695 59,538,702

40. Litigation

40.1 Legal action TMDP

Article 106 of Law #5/2004, February 10 (Efectronic Communications Law) created, under Article 13 of the Authorization Directive
{Directive 2002/20/CE, March 7), the Taxa Municipal de Direitos de Passagem ("TMDP", or Municipal Fee for Right of Way) as
counterpart 1o the “laws and taxes relative to the implantation, passage and crossing over by systems, equipment and any other
resources of com;ianies who offer electronic communications services te the public of fixed location in the public and private
municipal domain”. The basis for the TMDP assessment is "each invoice issued by the companies that offer networks and electronic
communications services accessible to the public in a fixed location, for each of the final clients of the corresponding municipality”,
with the TMDP being assessed based on a maximum percentage of 0.25% of the value of these invoices. Some cities, in addition to
the approval of the TMDP, have maintained charges called Occupation Taxes, with others opting for maintaining the latter taxes
rather than approved the TMDP. PT Multimedia, based on legal opinions on this issue, believes that TMDP is the only tax that can be
charged as compensation for the rights referred to above, namely the right to installation. Therefore, it believes that Occupation
Taxes relating to a public thoroughfare charged by cities are illegal. It should be pointed out that there was already an appeal decision
involving a city that subscribed to PT Multimédia’s understanding, finding that it is not possible to overlap TMDP and Occupation
Taxes of public thoroughfares.

40.2. Requlatory proceedings

PT Multimedia and TV Cabo were also accused, in September 2005, of allegedly abusive practices under Article 4 of Law 18/2003
{Portuguese Competition Law), following the execution, in March 2000, of a "Partnership Agreement” among PT Multimédia, TV Cabo
and SIC-Sociedade Independente de Comunicagio, SA (SIC) in connection with the acquisition, submitted to prior notification, by SIC
of Lisboa TV - Informacao e Multimedia, SA. In response to this accusation, PT Multimedia and TV Cabo contested the Competition
Authority allegations. However, in the beginning of August 2006, the Competition Authority issued a decision imposing on PT
Multimedia a fine of Euro 2,5 miilion, following which PT Multimédia and TV Cabo appealed to the Commerce Court of Lisbon on 8
September 2006. The appea! suspends the decision of the Competition Authority. Although the possibility of the application of
penalties cannot be excluded in those cases and in other cases, PT Multimédia believes that, based on the information provided by its
counsel, these claims should not have a material impact on its consolidated financial statements as at 31 December 2008,
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41. Subsequent events

On 1 February 2007, Lusomundo Audiovisuais entered into contracts with Palm Investment Partners and Gary Barber Living Trust, )
headquartered in Los Angeles, California, relating to the sale of all of its interests in capital stock of Cypress Entertainment Group, Inc.
and Spyglass Entertainment Group, LLC, for the amount of U.5.$746,194 (Euro 567,189). The settlement of this amount occurred in
March 2007. There had been a provision for the full amount of these amounts (Note 16), and the sale therefore generated a gain of
Euro 567 thousand,
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EXHIBIT | - Details of Subsidiary, Associated and Equity method Companies

1.1, Subsidiary Companies Included in the Consolidation

. o

BHE Multimedia

Putsntags of Ownership
Company Haad Offce At Dursct Effective Eftscuve
I = Watiood M TRFET S TR £
Lareia Compery
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Py TV sl bustrnet
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TV Cato Portugel Lisbon o ion by cabie iation, 1 Temvaio P Cabo (100%} 100.00% 10000%
of teiwsion snd prog o

PT Conteudos - Activdades du Tewevisa 1 roducka de Confeudon. SA (75 Lubon Proouction and 1l of telswuon progr 2 T Teiwvista Pox Caa {100%) 100.00% I0000%
Conlaikaoe™)
Cabe TV Atorwena. SA (Cabd TV Actrmens Fonus Deigede  Diecributson of televiton sinalt iy table nd atelits n the Azorts ¥4 TV Cato Poragal (RLR7%} nA% B2
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Gridine - Socwteds Igrancrs te Lagendus. Low. (Grafime} Labon Priding Teraces. O sudiovLs subtlng. Lutormrs Aucedrvtipii (55.56%) 55.56% 55.36%
Cxthar beminess wegrmanty
Lusamunda Caitores. Low, [Lusomumdg Editorer) Lisbon Marvies disinbution, T huttsmedia (Y00%) 100.50% M0H0%
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I.2. Associated Companies

Company Head Offucy
Emprusa de Recreion Artistcos. Lea, {Emprass o Racrsos Artkteos’) (a Leshon
Destoska - Duiarimucho « Logktsca, Las. [ Dcoo’) Lrsbon
Canal 20 TY. SA Muarad
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Multimed ii
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T.122008 R} L1
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Lusorundo Serve; of (50,009} s000% .00
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PT Contaiuos (42.00%) 40.00% L%
PT Mystmacky 207K) 000% 20.00%

2T kdustimica {11.11%)

1nns

LiALL T

(a} This company was excluded from full consolidation with the Intention of PT Multimédia proceeding with its liquidation, as it is not active.

Nanetheless, the financial participation was recorded using the equity method. If the company had been fully consolidated, its impact on consolidated

financial statements would not have been significant.

1.3. Companies recorded at cost

Company Hrsd OfTce
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(a} The investment in these companies are fully provisioned.
(b) Companies without activity.

Official Accountant
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